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Ask anyone who has spent some time far away 
from home just what was the ‘‘prettiest’’ sight he 
saw while abroad, and the chances are that ‘‘mail 
from home” will out-score even the Swiss Alps or 
the Taj Mahal. 

Yes, letters and magazines are the most wel- 
come “‘‘presents’’ you can give to your friends 
who are living abroad. And of all magazines, 
World Report is the one which you can send to 
any part of the world with the assurance that it 


will be warmly appreciated. 


1259 TWENTY-FOURTH STREET, N.W., WASHINGTON 7, D.C. 


World Report is an objective and reliable 
source of news about the important events on the 
international scene. It is written to be read any- 
where—and by everyone whose interests go 
beyond their immediate boundaries. 

Your friends abroad would appreciate your 
sharing with them your discovery of this new and 
dependable means for keeping well informed. 

The rate on orders of five or more subscrip- 
tions going overseas is $4 for each subscription, 


postage prepaid to any address in the world. 
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Increased use of silk clothing is to be 
urged upon American women. The U. S. 
Commercial Company, which directs 
Japanese imports and exports, is planning 
a silk-promotion campaign to help defray 
the costs of occupying that country. Pro- 
ceeds from the sales of Japanese silk go 
to the U.S. War Department for that 
purpose. Sales thus far have been small. 
Since July 1946, when the Company 
began shipments, only 31,331 bales, val- 
ued at $29,500,000, have been disposed 
of, compared to 340,000 bales in 1939. 
The company has 50,000 bales on hand 
in the U.S. and 75,000 more are avail- 
able in Japan. 


o 0 °O 


Closing of many of Malaya’s rubber 
plantations is being predicted by produc- 
ers unless higher prices can be obtained 
for their product. Industry spokesmen 
estimate that at least 95 per cent of the 
estates will not be able to pay their way 
this year and that the industry's loss will 
total about $92,000,000 if prices remain 
at their present level. 
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Britain is reviving her clock-making 
history, The Labor Government has 
drawn up a five-year plan to make the 
country one of the world’s leading pro- 
ducers of clocks and watches. The Gov- 
ernment hopes that, when the industry 
is fully established, sales will total $500,- 
000,000 a year. Development is being 
concentrated in South Wales, where 70 
war factories have been converted for 
the making of timepieces. The industry 
will devote itself during the first years 
to the manufacture of the less-expensive 
clocks and watches for the domestic and 
Empire markets. High-grade watches 
will continue to be imported from Switz- 
erland. Before the war, Britain imported 
8,000,000 watches and 5,000,000 clocks 
a year. 
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The Australian wool clip during the 
1946-47 season will amount to more than 
90,000,000 pounds, a new record. The 
previous record of 73,878,000 pounds 
was set in the 1943-44 season. 
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Black market operators in Japan now 
number more than two million, despite 
efforts to stamp out illegal transactions, 
the Japanese Government estimates. Re- 
patriates and former soldiers are listed as 
the chief offenders. Through April of this 
year 420,000 cases were handled by the 
authorities. Some U.S. occupation off- 
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cials fear that black market profiteers 
may gain control over much of Japan’s 
postwar economy by purchasing securi- 
ties formerly held by the Zaibatsu, the 
small group of families that once domi- 
nated Japanese industry. The grip of the 
Zaibatsu is being broken under the 
American occupation, but sale of their 
holdings is not regulated. 
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Construction of new dwellings in To- 
kyo will total about 20,000 this year. 
Two thousand houses damaged during 
the war will be repaired. There now are 
997,553 homes in the metropolitan area. 
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Gift packages sent to Germany can 
weigh a maximum of 22 pounds after 
June 15. This is double the weight per- 
mitted at present. The increase has been 
authorized by Allied authorities to boost 
the flow of relief goods from private 
sources. Other restrictions now applying 
to the packages will remain in force. The 
parcels must consist of nonperishable 
foods, clothing, medicines and_ other 
mailable items. The size of the packages 
cannot exceed 72 inches in length and 
girth combined. Americans alone already 
have sent about ten million relief pack- 
ages, containing approximately 100,000,- 
000 pounds of necessities, into all zones 
of Germany. 
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Further Arctic explorations by Russia 
will get under way this summer. At least 
nine expeditions have been scheduled. 
Ice conditions will be studied by one 
group operating from aircraft. Other 
groups will study micro-organisms frozen 
tor thousands of vears, soil formations, 
plant development and minerals. 
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Wholesale prices in Canada are con- 
tinuing to rise. Between March and 
April, the general index of wholesale 
commodity prices (1926 equals 100) in- 
creased from 120.4 to 122.9. The index 
has climbed steadily since last Septem- 
ber. In April 1946, it stood at 108.4. 


oo 9 


Natural resources are being expropri- 
ated in the Soviet zone of Germany. The 
state legislatures of Thuringia and Sach- 
sen-Anhalt have passed laws transferring 
such resources to public, ownership. In 
Sachsen-Anhalt compensation will be 
made only to owners who are free of the 
Nazi taint. No provision for compensa- 
tion is made in Thuringia. 
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Wide choice of all-expense or inde- 
pendent trips on luxurious liners... 
colorful scenery 


fascinating 
. vacation fun. 


NIAGARA to the SAGUENAY—Enjoy all 
or any part of this world-famous 
route between Buffalo and the Sag- 
uenay River, including Thousand Is- 
lands, the “Rapids,” Murray Bay, etc. 
GREAT LAKES CRUISES—Lakes 
Huron and Superior on largest, finest 
lake steamer. See the “Soo,” Port 
Arthur, Ft. William. Sports, enter- 
tainment. 
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Only 3 hours 


NEW YORK TO HaAUATIA 


Only 5 hours 


more to CARACAS 
A 


VENEZUEL 


L.A.V. alone flies you there so fast... 
without change of planes! Leave New 
York every Monday, Wednesday and 
Friday at 6:00 P.M. (EST), arrive 
Havana 11:00 P.M. same day...ar- = 
rive Caracas 6:00 (7 
A.M, next day. Con- 
nections to all points 
in South America. 


See Your Travel Agent 
or |. A. V., Hotel Sherry- 
Netherland, 5th Ave., at 
59th St., Plaza 9-6500 


L.A.U. 
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Political freedom in the Western world took centuries to develop 
a meaning and a vocabulary. Today that vocabulary is being hawked 
through Eastern Europe with a brand new set of meanings. Freedom, 
democracy, human welfare, minority rights,—even truth itself—are fa- 
vorite terms behind the Iron Curtain, but what they mean there is 
something else. Our staff correspondent, Robert Kleiman, went to Bul- 
garia to interview Prime Minister Dimitrov. His report, on page 14, is a 
revelation of the thinking in countries where freedom means the right 
to do what an all-powerful state tells you to do. 


Political life within the Russian sphere of influence now has been 
spelled out in unmistakable terms in Hungary. The Dimitrov interview 
may be described as the Soviet bark. The Hungarian coup is the bite. 
The story of Communist encroachment there is given on page 12. 


Oil royalties will pay for Tehran’s new water-supply system, for 
which a British firm now is making construction contracts. Such pub- 
lic works are the fruit of what the Soviet press calls “imperialist ag- 
gression.” Name calling, however, does not alter the fact that the chief 
effect on the Iranian man in the street is a steadily improving standard 
of living. Actual investments and undertakings by U.S. oil firms in 
the Middle East are analyzed on page 7. 


Indian freedom will bring the greatest shift in sovereignty ever 
achieved by peaceful negotiation. Last year, Britain’s offer snagged 
over the inability of India’s factions to agree on how to accept it. 
Britain’s new proposals are reproduced in our Text section in the form 
of Prime Minister Attlee’s statement to Parliament. Economic implica- 
tions of the divided India that will result from these proposals are 
reported in a dispatch on page 10. 


European recovery still is waiting for the green light two years 
after V-E Day. Up to now, emergency treatments have been high in 
cost, temporary in benefits. Secretary of State Marshall says time is 
running out. His Harvard speech, carried in our Text section, calls 
for a Continent-wide approach to the problem. Initiative for such co- 
operation, he added, must come from the nations of Europe them- 
selves. World Report Staff Correspondent Thomas Hawkins’ dispatch 
from Montreux, Switzerland, on page 5, reveals that European busi- 
nessmen have been thinking along the same lines as the U. S. Secretary 
of State. Hawkins interviewed a cross section of European nationalities 
at the International Chamber of Commerce convention there, came 


up with an analysis of their ideas of how to get Europe started on the 
road back to self-support. 


The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of June 17, 1947 
Volume 2, No. 24. 


Russia stands to lose from her latest maneuvers, even if she can repeat her 
Hungarian coup, even if Communist parties can consolidate Eastern Europe. 

Russia is likely to lose because she aroused forces beyond her control. 

U.S., already anxious, is warned to rescue Western Europe in self-defense. 

U.S. leaders are notified that words are useless without rapid action. 

U.S. planners are given strong arguments for big loans and investments. 

Western Europe's revival by capitalism would be a jolt to communism. 

Russia simply nailed down a trend, simply made virtually inevitable a broad 
program by the U.S. in behalf of the survival of Western Europe. Idea of lending 
dollars, skills and resources in large amounts is gaining headway, is coming to 
be less alarming than a fear of having a single power dominate Europe by default. 

















The one strong feeling in the field of U.S. policy abroad is that there is to 
be no retreat under pressure, no abandonment of U.S. interests in Europe. 

Economic federation in Western Europe is getting official Support. 

European leadership, with U.S. assistance, is to be the basic approach. 

An economic conference in Western Europe is a growing prospect. 

Over-all direction aimed at a cure, not relief, is to be encouraged. 

Secretary of State Marshall wants neither Russia nor the U.S. to dictate 
Europe's affairs. Marshall favors loans, investments and technical assistance 
to help Europe back on its feet. But he does not intend to have the U.S. rule 
nations the way Russia runs those in her sphere. You get the text of his speech 
on the European crisis on page 33. 














The real stakes in Europe now are three nations..... 

Germany is the heart of it. In economic terms, the coal and steel of the 
Ruhr, all in U.S. end British hands, have the highest value. 

France is next in importance. The skilled labor of France is largely under 
Communist influence, but the farmers and the military retain their independence. 

Italy is prized despite weakness. It's geography that makes Italy useful 
in holding open the Mediterranean, in restraining an advance by communism. 

The main battle is a contest between Russia, on one side, and U.S.-Britain, 
on the other, to win the allegiance of those three nations. Loss of Italy to 
Communist rule would be a severe setback for the West. It could open the way for 
the downfall of France and the critical exposure of the U.S.-British position in 
Western Germany. The U.S., in its present estimate, could no more afford that 
than it could tolerate the landing of a Russian expeditionary force in Brazil. 
That's the long and short of it from the viewpoint of the policymakers. 
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It needs to be remembered in assessing Russian maneuvers that Russia is 
fearful of a revived Germany exclusively in Western hands. 

Russia wants to get the U.S. out of Europe, to annoy, harass, offend or to 
do anything else, except to use force, to induce the U.S. to withdraw. 

Russia's technique is to stir trouble, hoping for an offer of reparations 
from Germany or even a loan of dollars for herself as the price for peace. 

Anything that pulls in resources useful in rebuilding Russia is desired by 


the Kremlin. Communist propaganda is only a part of the game. The basic inten- 
tion is to get more help on her own terms. 








This is why Eastern Europe, in Russian hands, is less than it seems..... 
Hungary is a gamble as a food producer. Her oil resources are moderate. 
Romania can supply oil and timber, but must have new machinery in return. 
Bulgaria is a peasant nation with almost no industrial skills. 

Albania is little more than a lookout on the Adriatic. It's very poor. 

Yugoslavia is not yet producing enough to eat, but has timber to export. 

Poland has coal to offer, but transport and industries are crippled. 

Czechoslovakia is the one important source of goods and equipment. 

Even the Czechoslovakians, operating at full capacity, have neither the 
plants nor the labor force to fill all of the needs of all of the Russian satel- 
lites, much less to contribute heavily to the reconstruction of the Russian home- 
land. It's worth repeating that the durable goods and the heavy equipment 
Russia wants can be obtained only from the U.S. and Britain or from Germany's Ruhr. 

















There's a moderate rejoicing in Britain over events in India. It's likely, 
however, to be a temporary bit of cheer. This is why that is so: 

A division of India is reluctantly accepted by Gandhi and his Hindus. 

Hindu idea is that a separate Moslem nation can't be self-supporting. 

Gandhi and Nehru are only postponing, not abandoning, a unified India. 

On the Moslem side of the bargain: 

Jinnah expects to seek British help to keep his Moslem state alive. 

Moslem monopoly on India's jute is felt to be an assurance of cash. 

As Britain sees it, even a trial of partition is a gain for her in India. 
icese has a year to win both Hindus and Moslems to the idea of staying within 
the Empire as self-governing dominions. Britain will exercise influence in just 
how the Indian Army is divided between Hindu and Moslem states and is certain 
to be asked to complete the training of Indian officers. Large areas held by 
princes will seek to maintain military collaboration with Britain. 

















The new deal between the U.S. and Argentina is under way..... 

secretary Marshall, as expected, decided to make a fresh start. 

Norman Armour is asked to take Spruille Braden's job in Washington. 

James Bruce is to go to Buenos Aires. George Messersmith is to retire, 

Incidental mystery is President Peron's decision to remove his own chief of 
police, a strong anti-U.S. figure. If it’s a part of the settlement with the 
U.S., it's a large concession for Argentina to make for harmony. 

Internal rivalry, a desire to get rid of an ambitious competitor, now is 
believed to be a more likely reason for the shift in police officers. 

Things appear set for an inter-American conference in Rio de Janeiro in 
August; for the drafting of a mutual defense treaty, backed with modern arms. 
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BUSINESSMEN STRIVE FOR WORLD RECOVERY 


Program for freer trade drawn up at meeting 


of International Chamber of Commerce will 


be pushed on national and international scale 
Reported from MONTREUX 


Private businessmen now are taking 
more initiative in the planning for world 
recovery. 

@ What business wants is to increase 
trade throughout the world. Concrete 
proposals to this end are reaching 50 
vovernments from the Congress of the 


International Chamber of Commerce 
held this month at Montreux, Switzer- 
land. f 


This is what world business interests, 
represented by the 500 delegates at 
Montreux, are to urge upon their gov- 
ernments to accept as the best means of 
restoring world trade and world econ- 
omy: 

A world trade charter to reduce tariffs 
and other inter- 
national commerce should be adopted. 
The businessmen accept, reluctantly, the 
idea of British and U.S. delegates that 
the charter contain an “escape” clause 
permitting each country to retain tariffs 
that cannot Be abolished without. seri- 
ously damaging domestic producers. 

On this point businessmen are meeting 
the same issue that is blocking the work 
ot officials setting up the International 
Trade Organization at Geneva, where 
such a charter is being drafted. Thomas 
Hawkins, staff correspondent of World 
Report, says in a radio dispatch from 
the business congress at Montreux: 

“Britain feels that her relationships 
with the Empire must be maintained by 
a preferential trade policy. British busi- 
nessmen say that any changes in the 
preferential policy must come from the 
Dominions. They admit that the Domin- 
ions are not likely to ask for such changes 
in the immediate future. 

“U.S. delegates sav that the ‘escape’ 
clause is necessary to permit adjustments 
in the charter to protect U.S. home in- 
dustries. 

“Few of the businessmen from other 
countries like the ‘escape’ clause. They 
have little confidence in a charter con- 


remove obstacles to 


taining such a large loophole. But they 


accept it as a political necessity without 


which they could not get U.S. and Brit- 
ish co-operation. 

“Exchange stabilization, the business- 
men agree, must be the goal of all gov- 
ernments. Each delegation is to urge its 
government to reduce expenses and over- 
haul national budgets. Increased produc- 
tion is advocated to insure a sound cur- 
rency. 

“Private lending on a world scale is to 
be encouraged, say the businessmen, be- 
cause it is more flexible and more stable 
than government lending. They want 


outside investments protected by the 
law in each country to encourage return 
of private investments to the world field. 

“Free enterprise, not state manage- 
ment, should be supported to stimulate 
tree competition. The holds 
that state control of business and trade 
is tending toward monopolies that lower 
the world’s living standard.” 


Congress 


In Germany, the Congress proposes 
that the U.S., Britain and France, if 
unable to reach an agreement with Rus- 
sia, should go ahead as soon as possible 
with the following measures to restore 
the economy of Western Germany: 

Central agencies composed of German 
officials should be established to admin- 
ister and enforce economic 
throughout the Western zones. 

Monetary reform should go hand in 


controls 
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Old President Aldrich, U. S., (left) with new President Guinness, Britain 
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hand with gradual decontrol of prices 
and wages. 

German exporters should be permitted 
to spend part of the earnings from their 
exports for raw materials from abroad. 

Consumer goods made in Germany as 
well as “carefully selected” imports from 
other countries should be made avail- 
able to German workers as an incentive 
to increased produc. on. 

Food ration families should be 
based on the output and type of work 
done by the wage eainer not only in 
coal mining, but in all other industries. 

The reparations plan must be com- 
pleted promptly, the businessmen feel, 
to enable factories now under the threat 
of being taken for reparations to resume 
full production. 

Germany's heavy industries would be 
kept under Allied control as long as 
security requires, under the Montreux 
plan, but the goal should be to return 
these industries to private management, 
not government management. 

Exports should be freed from “the 
present complicated control,” enabling 
German businessmen to make direct con- 
tacts with outside buyers. 

German businessmen should be _per- 
mitted to seek private loans abroad. 

Germany's steel industry should be 
allowed a “substantial increase” above 
the limits now placed on production. 

These proposals for Germany are the 
result of a year’s work by a special com- 
mittee of the International Chamber. 
Businessmen who went to Germany to 
study the problems reported back to 
the committee chairman, Arthur R. Guin- 
ness, a British industrialist who now is to 
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succeed the American banker, Winthrop 
Aldrich, as president of the international 
organization. 

@) What business is doing to get action 
on these proposals goes back to the 
national capitals and to the United 
Nations, where the International Cham- 
ber of Commerce is accepted as a con- 
sultant on the views of world business- 
men. 

National action is to be sought through 
consultations between government ofh- 
cials and committees of the various na- 
tional chambers of commerce. Each na- 
tional committee operates independently; 
none are required to press the Montreux 
resolutions if they do not consider it ad- 
visable. 

International action is to be pressed 
directly through the United Nations. 
Resolutions and reports of the business 
organization are issued in two languages 
by the United Nations secretariat. 

What’s been done before by the Inter- 
national Chamber is a guide to the influ- 
ence of businessmen backing the organi- 
zation. 

Previous congresses of the Chamber of 
Commerce brought together the business- 
men who drafted the Dawes Plan for 
temporary settlement of German repara- 
tions after the First World War; the 
Young Plan which revised the repara- 
tions agreement in 1930, and the Hoover 
Moratorium which wrote off Germany’s 
debts in 1931. 

In addition, the Economic and Social 
Council of the U. N. now is working on 
an international code for foreign invest- 
ment which was drawn up at a meeting 


of the I. C. C. Council last December. 
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businessmen met to plan for world recovery by free enterprise 


@ Business worries on a world scale are 
to influence the progress of the Montreux 
proposals through the national and inter 
national channels they now are following 
Chief among the worries to come out of 
the meeting: 

Russia’ plans throughout the world 
are an enigma to most businessmen 
Western busit.essmen at Montreux felt 
that Russia has been sabotaging efforts 
to open trade channels with Eastern Eu- 
rope. Few delegates feel there is any use 
waiting for Russian co-operation in Ger- 
many or elsewhere, but all admit that 
Russia's attitude is making businessmen 
cautious in planning for world trade. 

The U. S. policy designed to block the 
spread of Russia's influence with dolla 
support has divided world business _ in- 
terests. Businessmen from Italy and 
Greece are enthusiastic, saying dollars 
alone can stop communism in their coun- 
tries. Delegates to Montreux from Swit- 
zerland and Sweden are doubtful about 
the long-term effect of the U.S. poliev 

A U.S. depression is the main worry 

of the world’s businessmen. U.S. dete- 
gates to Montreux spent much of their 
time explaining how they planned _ to 
keep a U.S. business recession from be- 
coming a world depression. Delegates 
from countries with strong Communist 
parties reported that the Communists 
were counting on such a depression to 
weaken the Western powers. 
@ The hope of businessmen, repre- 
sented in the Montreux declarations, is 
that their proposals will be incorporated 
in national and international plans for 
recovery through an increase of world 
trade. 
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OIL DRAWS U.S. INTO MIDDLE EAST TO STAY 


Half billion dollars of private capital, pouring 


into Arabia, Iraq and Iran, will alter pattern 


of relations with Britain, France and Russia 


At least a half billion dollars of private 
capital from American industry is begin- 
ning to pour into the Middle East. 

A gigantic deal involving seven oil 
companies, four of them American, is 
releasing this torrent of private dollars. 
Immediate purpose is to pump petroleum 
out of the vast reserves of the Middle 
East at double the present rate. 

@ The consequences of the projected 
development will extend tar beyond the 
oil fields. 

The U.S. Congress already has author- 
ized the expenditure of four hundred 
million dollars to keep Greece and Tur- 
key independent, secure against Soviet 
penetration. Beyond this Greco-Turkish 
bridgehead lies the whole expanse of the 
Middle East. As private investment ftol- 
lows and overtakes Government dollars 
in that part of the world, it becomes clear 
that the U.S. is going into the Middle 
East to stay. 

Once the U.S. becomes firmly en- 
trenched in this explosive area, American 
relations with Britain, France and Russia 
will fall into a new pattern. And on an 
additional front, for years to come, the 
U.S. is to face Soviet Russia. 

What is happening in the oil world, 
meanwhile, is sensational enough. Finish- 
ing touches are being applied to a grand 
scheme that will divide the oil of the 
world between the Western and Eastern 
hemispheres. 

Output of U.S. and Caribbean wells is 
to be reserved for the soaring needs of 
North and South America. Flow of West- 
ern Hemisphere oil is then to be north 
and south, no longer east to Europe. 

Expanded output in the Middle East— 
more than 90 per cent of it controlled by 
British and U. S. interests—is to take over 
the European market, and to have some 
surplus for distribution elsewhere. 

@ Dollars supplied by American oil 
companies now are beginning to get this 
international ball rolling. 

Four hundred million dollars is going 
into Saudi Arabia, the kingdom of Ibn 
Saud, where U.S. firms have a monop- 
oly over proved reserves of oil estimated 
at five billion barrels. Potential reserves 
are guessed to be many times that. 


The new dollars are to build a thou- 
sand-mile pipe line from the Persian 
Gulf to the Mediterranean, probably 
terminating in Lebanon. Some of the 
dollars are to go into storage and refining 
facilities, and some into development of 
a deepwater port on the Gulf side. Late 
in 1949, when the pipe line is finished, 
the oil of Arabia and neighboring Bahrein 
Island can flow to the Mediterranean at 
the rate of 300,000 barrels a day. 

A hundred million dollars, or more, is 
to go into countries of the Middle East 
where America’s oi] stake, up to now, has 
been less important than in Arabia. 

Thus, U.S. capital is to finance halt 
the cost of laying a pipe line to the Medi- 
terranean from Iran, long restricted to 
Britain's Anglo-Iranian Oil Company. And 
more U.S. dollars are going into Iraq, 
whose oil is controlled jointly by British, 
French, Dutch and U.S. firms. The 
expenditure in Iraq is also to construct 
a pipe line, in this instance to parallel 
an existing line to the Mediterranean. 





—Robert Yarnell Richie 


IBN SAUD 
Under his land, an ocean of oil 


Flow. of oil from the Middle East 
through these overland lines, when all 
are in operation about five years hence, 
will approximate a million barrels a day. 
By contrast, the present line trom Iraq 
pumps only 90,000 barrels a day. 

But since current output in the whole 
area is less than a million barrels a day, 
an increase in production is part of the 
plan. Some of the dollars are going into 
the Middle East for this purpose. And 
as production and markets grow, it is 
expected that still more dollars will flow 
into the region in order to finance more 
intensive exploitation. Within six or seven 
years, oil men anticipate, production in 
the Middle East will be at least double 
its 1946 rate of 700,000 barrels a day. 
@ The big deal which is to make pos- 
sible this transtormation in the Middle 
East now is on the verge of completion. 

Actually, a slice of the half-billion dol- 
lar investment already has taken eftect 
in Saudi Arabia and Iraq. Contracts for 
steel for the Arabian line have been 
awarded to U.S. mills. In Iraq, construc- 
tion is under way. 

But until one more signature is ob- 
tained, the full agreement among the 
seven oil companies is in abeyance. The 
story is this: 

American ambitions to draw on the oil 
reserves of the Middle East have run up 
against four stubborn facts. 

The Red Line Agreement is one of 
these obstacles, and has been ever since 
1928. In that vear, U.S. oil companies 
finally wedged their way into a partner- 
ship with British, French and Dutch 
firms to exploit the oil resources of Iraq. 
But as the price of admission, the Amer- 
icans had to agree that none of the part- 
ners would develop any production any- 
where in the Middle East independently. 
Exploitation had to be done as a group, 
each partner sharing in proportion to his 
interest in the Iraq company. Boundary 
ot this agreement, drawn on the map 
attached to the 1928 contract, came to 
be known as the Red Line. 

Result was that the two American 
companies involved, Standard Oil Com- 
pany (New Jersey) and Socony-Vacuum, 
were able to get from the Middle East 
only a fraction of the oil they wanted 
for their growing market in Europe. 
Crude from the Caribbean, at higher 
cost, had to substitute for the oil that 
might have come from the Middle East. 

The British seemed to the Americans 
as much of an obstacle as the Red Line 
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Agreement, at least until recently. Hav- 
ing a monopoly on the immense reserves 
of Iran, Britain's Anglo-Iranian Company 
was not anxious to encourage American 
competition. London showed little in- 
terest either in stepping up the output 
of the Iraq partnership or in permitting 
U.S. exploitation in other parts of the 
Middle East, where Britain’s political 
control might be jeopardized. 

The French, nervous about their in- 
terests in Syria and Lebanon, clung to 
the letter of the Red Line Agreement 
as the way to prevent disturbances by 
any third power in their section of the 
Middle East. 

Conferences and dollars have now re- 
moved the Red Line Agreement, the 
British and the French as obstacles to 
exploitation by American companies in 
the Middle East. 

After innumerable conterences, ma- 
neuvers and threats of legal action, the 
major partners in Iraq have decided that 
the Red Line Agreement can bet set 
aside and forgotten. An offer to buy 
much of Anglo-Iranian’s output and to 
help finance new pipe lines has con- 
verted British opposition into support. 
The French, whose current fear is that 
the Americans would expand in Arabia 
at the expense of Iraq, now are satisfied 
with an assurance that Iraq’s production 
will be increased sixfold. 

Remaining obstacle to the ambitions of 

the U.S. companies is one man, C. S. 
Gulbenkian, a wealthy Armenian who 
owns a 5 per cent interest in the Iraq 
partnership. He acquired this interest be- 
cause he helped organize the original 
company years ago. For reasons of his 
Gulbenkian has chosen to withhold 
consent to the new agreement. 
@ Effect of the deal, once the Gulben- 
kian signature is obtained, will extend 
far beyond the American companies in- 
volved. 


own. 


BREAKDOWN OF WORLD OIL RESOURCES 


U.S. oil giants will be tree to invest 
dollars, sink wells, refine and ship pe- 
troleum from any part of the Middle 
East in which they have options—which 
means most of Saudi Arabia, and, on a 
share basis, Bahrein, Kuwait and many 
other areas. The two American firms 
involved in the Iraq partnership can go 
ahead in Arabia in a new partnership 
with two other U.S. firms, The Texas 
Company and Standard of California. 

The ocean of oil known to underlie the 
Middle East can then be tapped to sup- 
ply Europe. The U.S., now pouring out 
roughly two thirds of the world’s pro- 
duction from less than one third of the 
world’s known reserves, can turn the 
task of fueling much of the Eastern 
Hemisphere over to the Middle East, 
where proved reserves are larger. 

The big-power pattern in the Middle 

East, in consequence, is being redrafted. 
U.S. companies now control about a 
third of current production and two 
fifths of the proved reserves. Britain has 
rights to most of the rest. But when the 
American firms supply dollars for ex- 
pansion by other firms in the area, and 
when U.S. outfits guarantee purchase of 
British surpluses, the U.S. stake and 
power in the region become proportion- 
ately larger. 
@ American influence abroad thus now 
reaches into a region which has. for cen- 
turies been one of the world’s trouble 
spots. The increased dollar investments 
by private capital tend to make the 
U.S. full partner, perhaps a senior part- 
ner, with Great Britain in the Middle 
East. 

American responsibilities for peace, by 
the same token, grow heavier. Relations 
with the Arabs are one problem. An un- 
derstanding with Russia, whose frontier 
is just across the Caspian Sea, is another. 
How the U. S. carries these new burdens 
is, from now on, a major question. 


(In Millions Of Barrels) 





Ae 


<= OIL STAKES: | 


* sitenese 
















































63,400 


















CONTINENTAL U.S. arr73q 


U.S.S.R. (est i, ™ 





__121,000 








MIDDLE EAST poe 





ALL OTHERS 


=—_"" 


76,000 


OE co RE RTA LE -" 





Top saute u. S. Barney reserves: Middle East 


8 © WORLD REPORT 












“Suis Saati aban SP eens ee in hn 








Big Power Interests In The Middle East 


IRAQ: Britain. France, Nether- 
lands, U.S. own rights to oil re- 
serves of five billion barrels. 
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SAUDI ARABIA: fou: 
U.S. companies control the oil 
of Saudi Arabia and adjoining 
Bahrein, with reserves above 
five billion barrels. Deals in 
progress will put some $300, 
000,000 here and in iraq to 
increase output. 
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PERIL IN THE DIVISION OF INDIA 


Partition between industrial Hindustan 
and agricultural Pakistan can disrupt 


economy and weaken military defenses 


Reported from DELHI, 
LONDON and WASHINGTON 


A division of India into two nations 
now is to be encouraged by the British 
for the joint benefit of India and Britain. 
The prevailing idea is that partition can 
satisfy the aspirations of the Hindus and 
Moslems for self-rule. At the same time, 
Britain hopes to persuade the new na- 
tions, Hindustan and Pakistan, to operate 
as dominions within the British Common- 
wealth. 

The British plan is off to a good start. 
India’s main political groups approve it 
in general, Still, none of them is fully 
satisfied. They are co-operating only be- 
cause partitioning may avert civil war. 
But they remain suspicious of the British 
and also of each other. 

@ Perils in a divided India, at the out- 
set, are that a political division can split 
her economic structure, weaken its mili- 
tary defenses and disrupt world trade. 

The new India is to be composed of 
at least two countries. Pakistan, predom- 
inantly Moslem, is to be made up of 
separate states in the northeast and north- 
west. Hindustan, predominantly Hindu, 
will be much larger in area and popula- 
tion and will have no isolated areas. In 
addition, there are 562 separate states, 
ruled by Indian princes, whose status has 
not yet been determined. They will de- 
cide later whether to merge into a loose 
federation known as Rajistan, remain 
independent or join either Pakistan or 
Hindustan. 

@ Political harmony has been attained, 
at least temporarily, among India’s 250,- 
000,000 Hindus and 92,000,000 Mos- 
lems. Rioting has subsided in the states 
of Bengal, Punjab and Assam, which are 
to be partitioned. The decline in fighting, 
however, is due as much to the presence 
of British troops in these troubled areas 
as it is to the political settlement. 

q] Complex economic problems may 
grow out of the division of India even 
though in time it may stimulate the 
growth of new industries and the working 
of undeveloped resources. 

The splitting up of India can cause a 
disruption of world trade. As an example, 
the U.S. does most of her buying from 
one state and her selling to the other. To 
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complicate the situation further, some 
of India’s main exports are grown in one 
area and processed in the other. 

In the first three months of this vear, 
India’s purchases from the U.S. totaled 
nearly $100,000,000. These shipments, 
largely in consumer goods, went mainly 
to the big cities of Bombay and Calcutta 
which are in Hindustan India. Under the 
division of India, these areas may not 
have the dollar exchange for future pur- 
chases from the U. S. 

Pakistan’s economy will be chiefly 
agricultural, The Moslem state will have 
more than enough food, a valuable item 
in a country such as India which gener- 
ally is on the verge of starvation. It 
produces most of India’s wheat and raises 
more than enough rice for its own needs. 


POPULATION OF THREE INDIAS 


(Estimated) 





HINDUSTAN 


215,000,000 








RAJISTAN 


100,000,000 


PAKIST 


AN 
85,000,000 


TOTAL 400,000,000 
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Jute, India’s largest cash crop, is pro- 
duced almost exclusively in Pakistan. 
Jute processing, however, is concentrated 
in Calcutta which is to become part 
of Hindustan. Nevertheless, Pakistan 
would be in a position to force the jute 
mills to move into its area. 

Largest single item which the U.S. 
gets from India is jute for which Ameri- 
can farmers and the furniture industry 
are dependent for burlap. Last year, the 
U.S. bought $92,000,000 worth of In- 
dian jute and could have used more. 

Cotton, wool, tea, tobacco, furs, hides 
and leather products also are produced 
in exportable quantities in Pakistan. 

Industrially, Pakistan is weak. She 

lacks the minerals for developing heavy 
industries but does have the raw mate- 
rials that may attract cotton and woolen 
mills and other light industries. 
@ Hindustan’s economy will be strong- 
est industrially. She has virtually all of 
India’s coal and iron mines to supply her 
heavy industries. In addition, nearly all 
of the textile mills are in her area. 

Principal Hindustan exports include 
manganese, mica, leather products, shel- 
lac, oil seeds, cashew nuts, tea, cotlee 
and textiles. Steel eventually may become 
important. 

Customs collections, which now rep- 
resent the Indian Government's largest 
source of revenue, will go to Hindustan 
for the most part, since the major ports 
are in her territory. 

Food production is limited in Hin- 
dustan, but much of the shortage can be 
made up by rice-rich Burma when nor- 
maley returns there. Last vear, India 
bought more than $90,000,000 worth of 
food from the U.S. and much of it went 
to drought-stricken South India. Australia 
also contributed heavily in the interest 
of building up good will for Britain. 

Rajistan’s future, from an economic 

standpoint, is not bright and this may 
be a deciding factor regarding whether 
there are to be two Indias or more. The 
princes states are widely separated and 
not even the largest ones are self-suffi- 
cient. Many are surrounded by the terri- 
tory of either Hindustan or Pakistan. 
@ Defense problems, posed by the pro- 
posed division of India, will be difficult 
to solve if one or both of the two Indian 
governments withdraws from the British 
Commonwealth. British militarists al- 
ready are concerned because they feel 
any partition of the country will weaken 
India’s defense in depth. 
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A united army is wanted by the British 
for at least the external defense of India. 
This would mean that some of Britain's 
present military organization in India 
could be salvaged, with British officers 
acting as advisers or continuing to hold 
key positions until Indians were con- 
sidered qualified to take over. 

Under a joint defense arrangement, 
troops from both Indias could be used 
to defend India’s most vulnerable North- 
ern frontier and costs could be appor- 
tioned. With the frontier well guarded, 
the danger would be reduced of any other 
power attempting to move in after Brit- 
ain’s: withdrawal. 

A joint defense arrangement may go 
so far as an agreement to prohibit prov- 
inces from proclaiming their independ- 
ence on the ground it would endanger 
the future security of India. 


Separate armies may be decided upon 
by Hindustan and Pakistan, however. If 
this happens it will mean the virtual junk- 
ing of India’s present military machine. 
It will lead to a division of the Army's 
equipment and of the troops along re- 
ligious lines. 

If the Indian armies are divided, Paki- 
stan stands to get no more than 30 per 
cent of the troops since there are but 
175,000 Moslems in the Indian military 
forces. 

Hindustan’s army could be raised from 
the 250,000 Hindus and 40,000 Sikhs 
now in the Indian armed forces. The 
Hindus are good technicians while the 
Sikhs are regarded as India’s best fighters. 

The present Indian Army also contains 
30,000 Gurkhas, recruited from the 
nearby independent Kingdom of Nepal. 
If the Indian Army breaks up, Nepal may 
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ask for the return of her soldiers. Britain 
also may use the Gurkhas for policing 
other parts of the Empire. 

Now that Britain's over-all plan for 
India’s future has been accepted by the 
Indian leaders in principle, a more diff- 
cult job lies ahead in getting them to 
agree on the perplexing details. Problems 
such as distributing Government assets, 
fixing boundaries and regulating customs 
and currency between the two states are 
only a few of the questions that still have 
to be settled. 

It is the ability to work out agreement 
on these details that will determine 
whether the plan will work, whether 
Britain can relinquish her rule over the 
subcontinent by the target date of August 
15. and whether the countries of a di- 
vided India will become voluntary mem- 
bers of the British Empire. 
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COMMUNISTS WIN HUNGARY BY INFILTRATION 


Seizure of power stems from control of 
key Government posts, including police, 
and backing of Soviet occupation force 


The United States now is getting a new 
demonstration in Hungary that dollars, 
protests and economic sanctions are no 
match for a local Communist Party 
backed by Russian troops of occupation. 

A Cabinet hand-picked by Hungarian 
Communiststules the country. The non- 
Communist Small Landholders Party, 
elected 18 months ago with 57 per cent 
of the votes, is now split. Purged of its 
leaders, it does the bidding of the Com- 
munists, who won only 17 per cent of the 
votes in the last elections. 

A new election law is being prepared 
that ‘will deprive about 500,000 non- 
Communists of their votes. Under this 
set of rules, the Communists expect to 
get the majority they need to support 
their control. 
€) The Communist technique in Hun- 
gary demands attention as a_ possible 
pattern for consolidating Soviet gains 
throughout Eastern Europe. Here, step 
by step, is the method the Communists 
used to take over Hungary: 

At the start, Communists were a mi- 
nority partv. Their 17 per cent of the 
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FORMER PREMIER NAGY 
He lost his office, regained a son 
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SHIFTS IN THE POLITICAL SCENE 


votes. combined with those of a small 
group of Socialists, gave the left wing less 
than one third the seats in the legislature. 

The Soviet Army of occupation, how- 
ever, gave the Communists more actval 
strength than they showed at the polls. 
The Russian commander insisted that cer- 
tain key Government posts go to Com- 
munist members. A Communist, Laszlo 
Rajk, became Minister of Interior with 
control of police. Matyas Rakosi, the 
Communist leader, became Deputy 
Premier. Communists and their Socialist 
allies took over other strategic posts. 

A purge of conservatives in the ma- 
jority party was then demanded by the 
Communist minority. The result was that 
20) Small Landholders deputies were 
dropped from their own Party in April 
1946. During the summer 241 religious 
and cultural societies with non-Commu- 
nist programs were dissolved by similar 
means. 

A speed-up of the Communists rise to 
power was decided upon last autumn. 

Foreign ministers of Britain, the U. S., 
France and Russia were close to agree- 






~International 


MINISTER SZEGEDY-MASZAK 
. He refused to go home 





ment on a treaty for Hungary. That meant 
that in due time Russian troops would 
have to leave the country. If the Com. 
munists were going to get into power, 
they would have to move faster. 

Starting at Christmas time, the Com- 
munists charged that leaders in the Small 
Landholders Party were planning to re- 
store Nazi-style dictatorship to Hungary. 
About 100 persons were arrested. Bela 
Kovacs, secretary of the majority party, 
was taken to jail by the Russians on 
charges of espionage against Soviet 
forces. He still is in prison, 

Last month it turned out that Kovacs 
arrest was a time bomb set to blow the 
Hungarian Government out of office. 

On May 14 Premier Ferenc Nagy left 
tor a vacation in Switzerland after having 
agreed with the Communists that there 
would be a political truce while he was 
away. Two weeks later, however, the 
Communists obtained from Russian au- 
thorities an alleged confession by Kovacs. 


If it is true, it incriminates Nagy and 


other Government leaders in a plot to 
make Hungary a dictatorship. Rakosi, the 
Communist leader, called Nagy home to 
answer the charges, but he refused and 
resigned, In return for his resignation, the 
Communists sent Nagy his youngest son 
and some personal property. That opened 
the way for the Communists to take con- 
trol of the Government. 





~Black Star 


PRESIDENT ZOLTAN TILDY 
He made no protest 


HUNGARIAN DELEGATION IN MOSCOW: With Russian troops scheduled to evacuate Hungary, they had to move 


Now Communists hold the real power 
in Hungary. The new Premier is Lajos 
Dinnves, a left-wing Small Landholder 
who works with the Communists. The 
tormer Foreign Minister, Janos Gvyong- 
vosi, is replaced by a Communist ap- 
pointee. Bela Varga, who was second to 
Nagy, is reported to have Hed to Austria. 
The President of the Republic, Zoltan 
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ACTING PREMIER RAKOSI 
He moved in 


Tildy, also a Small Landholder, has made 
no protest. The Communists have power 
to oust him if thev choose. 
@ The Communist program for Hun- 
garv now has clear sailing 

Elections to strip the Small Landhold- 
ers of their technical majority in the legis- 
lature will be the next step. 

Closer economic ties to Russia are in 
order. The Russians claim $220,000,000 
in German assets in Hungary over and 
above reparations payments of $300,- 
000,000. A new trade agreement funnel- 
ing more Hungarian goods to Russia may 
follow. 

Nationalization of banks and large in- 
dustrie is planned 

Evacuation of Russian troops now can 
be carried out without a loss of Com- 
munist inuence in Hungary. The peace 
treaty requires removal of all Russian 
troops from Hungary except those pro- 
tecting communications with Austria. The 
Russian control commissioner, Lt. Gen. 
V. P. Sviridov, will have to go home. 
The Russians wanted a pro-Communist 
government in Budapest before the evac- 
uation deadline. 

When Russia first moved into the 
country it established an occupation 
army of nearly half a million troops. That 
force has been decreased, but about 
100,000 soldiers still are in Hungary. 

q@ U.S. countermeasures against this 
Communist upsurge in Hungary are not 
having much practical effect. 





fast 

Denial of dollars to the new regime is 
not a severe biow. U.S. credits that are 
being canceled total $22,000,000 for pur- 
chase of cotton and surplus property. 
Hungary may be refused American relief 
supplies. Hungarian planes are forbid- 
den to fly over the U.S. zone of Austria. 
It is too late, however, to do anything 
about the $32,000,000 in captured gold 
the United States turned over to Hun- 
garv last vear. 

Moral support of Hungary's non-Com- 
munists is the chief the U.S. is 
showing its displeasure. 

Washington officially protests the Com- 
munist seizure and considers taking the 
matter to the United Nations, calls for a 
three-power investigation 
haven to the Hungarian Minister to 
Washington, Aladar Szegedv-Maszak, 
who refuses to recognize the new regime. 
@ The question now goes beyond the 
borders ot Hungar\ to other states of 
Eastern Europe, where Communists may 
apply the same technique to eliminate 
opposition. 

In Romania and Bulgaria, Communist 
leadership is cracking down on remnants 
of non-Communist parties. From Yugo- 
slavia and Bulgaria there is talk that the 
Communists may fashion a_ federation 
of all Eastern European countries under 
their leadership. The pattern set in Hun- 
gary may serve as a model for consolida- 
tion of Communist strength elsewhere on 
the Continent. 


Way 
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RUSSIA SHIFTS STRATEGY IN BALKANS 


Bulgarian Communist chief tells in interview 
how Moscow is planning to form a federation 
of pro-Soviet countries in Eastern Europe 


Reported from SOFIA 


Russia now is developing a new strat- 
egy in Europe, is trying to take the 
initiative from the United States. 

Since President Truman announced 
his plan to hold Russian expansion at 
the borders of Greece and Turkey, a 
Communist minority has taken over Hun- 
gary, thus adding one more government 
to those already controlled by Moscow's 
allies. 

The Communists hold power in seven 

states of Europe lying in a solid bloc 
from the Baltic to the Adriatic. It is the 
intention of the Communists, carrying 
out Russia’s desire, to unite these seven 
countries in a confederation that will 
attempt to absorb Greece. 
@ If the Communists succeed, they will 
hold an empire in Central Europe con- 
taining about one hundred million peo- 
ple. This would be the largest unit in 
Europe west of Russia. 

Georgi Dimitrov, nominally the Pre- 
mier of Bulgaria, but in fact the chief 
strategist of the Communist leaders in 
Eastern Europe, has outlined the Com- 
munist plan in an interview with Robert 
Kleiman, staff correspondent of World 
Report. The interview was held in Dimi- 
trov’s residence, the Vranya Palace, seven 
miles from Sofia. 

Dimitrov leaves no doubt that the plan 
for confederation is being advertised at 
this time as the Communist reply to what 
he calls the “Truman Doctrine.” 

“Your Truman wants to play the role 
of Hitler,” Dimitrov declares. “Hitler 
once wanted to rule the world. Now Tru- 
man seems to have the same ambition. 

“The slogan the world fought against 
not long ago was ‘Deutschland wtber 
Alles.” Now the world has to beware of 
Truman's doctrine, the essence of which 
seems to be “America iiber Alles.’ ” 

@ What Dimitrov says not only is law in 
Bulgaria, where his Communists have 
silenced the opposition, but also carries 
great weight among European Commu- 
nists. His ties with Moscow are beyond 
doubt; he took Soviet citizenship in 1934 
to escape death at the hands of the 
German Nazis. He is a former chief of 
the Commintern, top directorate of the 
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Communist International which Russia 
declared dissolved during World War II. 

“Music of the future” is the term Dimi- 
trov uses to describe the Communist plan 
for unifying eight states into a confedera- 
tion. Dimitrov and other Communist 
leaders throughout the area do not plan 
to attain their objectives overnight. 

There still is a wide variation in the 
degree of control exercised by Commu- 
nists over the seven nations now within 
their grasp. 

Czechoslovakia’s Communist Premier, 
chosen as the result of free elections, is 
following a balanced course of friend- 
ship with Russia and the Western pow- 
ers. Poland, although partially occupied 
by the Soviet Army and tightly held by 
a Communist minority, looks west for 
loans and trade. 

Hungary, Romania and Bulgaria, Ger- 
man satellites in the war, all are occupied 
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by Russian troops. Yugoslavia, run by 
a tight Communist dictatorship, has its 
own satellite, Albania. 

In outlining the steps toward unifica- 
tion of these nations in a Communist- 
controlled confederation, Dimitrov says: 

“Collaboration, political, economic and 
cultural, is to come first between Bul- 
garia and Yugoslavia.” 

The friendship pact, according to 
Dimitrov, will include both customs and 
railroad agreements. It will eliminate the 
use of passports for travel between the 
two countries. Dimitrov adds: 

“The agreements will not be of such a 
character as to isolate our two countries 
from the rest of the world.” 

A federation of Bulgaria and Yugo- 
slavia also is to include Albania. Under 
Dimitrov’s plan, Albania is simply to be- 
come a party to the original pact. By the 
same method, the pact is to be broadened 
through mutual aid treaties between the 
three states and Poland and Romania. 

A confederation is to be based on this 
cornerstone. Dimitrov hopes to see the 
confederation formed of South Slavs and 
“several other nations—Romania, Poland, 
Czechoslovakia, perhaps Hungary and 
perhaps Greece, after the present regime 
is changed.” 

“Such a Balkan-Danubian confedera- 
tion will not be directed against anyone,” 
Dimitrov asserts. “It will seek the co- 
operation of the Soviet Union as well as 
the co-operation of the Western coun- 
tries—the United States, France, Eng- 
land, Italy and others.” 

Macedonia is the bridgehead through 
which the Communists are planning to 
win Greece into their confederation. Por- 
tions of Macedonia are held by Bulgaria 
and Yugoslavia, but the southern part of 
the region, with its excellent ports on 
the Aegean, is a part of Greece. 

This is the prize Russia seeks to place 
under the control of her Communist 
allies. A hold on Greek Macedonia would 
give Russia a place on the Mediterranean 
and would outflank the Turkish position 
on the Straits of the Dardanelles, linking 
the Mediterranean with the Black Sea. 

In Dimitrov’s view, Bulgarian Mace- 
donia might be united to Yugoslav Mace- 
donia but not ceded to Yugoslavia. What 
this means is that the Communists of 
Bulgaria and Yugoslavia would pool 
their portions of Macedonia into a semi- 
autonomous state under Russian control, 
thus wooing the Macedonians of Greece, 
who have no autonomy. 
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The fate of Greece, as Dimitrov sees 
it, depends on how soon Greece gives up 
Eastern Thrace to Bulgaria, thus giving 
the Bulgars a seaport on the Aegean, and 
on how soon Greece permits her portion 
of Macedonia to join the Communist- 
controlled Macedonia to the north. 

“These are thorns in the foot of the 
Greek state,” says Dimitrov of Mace- 
donia and Thrace. “The more quickly 
these thorns are removed, the more 
quickly will Greece be able to walk the 
path of progress.” 

Bulgaria is not intervening in the 
Greek civil war, Dimitrov insists. 

“If we were really helping the Greek 
partisans there would soon be no king 
and no monarchial fascism in Greece!” 

America’s ignorance of Bulgaria, in 
Dimitrov’s opinion, is at the bottom of 
the strained relations between the two 


countries. “Your ruling classes think that 
since the Premier is a Communist this 
must be a land of brigands. There is no 
iron curtain here.” 

“If I let the opposition press appear 
now with its slanders against our follow- 
ers and its derision for the enthusiasm 
of our youth, our youths might attack 
opposition leaders and break their heads. 
Then I would have to use the militia to 
preserve order. | am protecting opposi- 
tion leaders. One day they will thank 
me for it.” 

Dimitrov’s Government has arrested 
Nicola Petkov, leader of the opposition. 
Petkov is charged with plotting to over- 
throw the regime by force. 

U.S. “interference” in Bulgaria's inter- 
nal aftairs, says Dimitrov, is shown by 
American interest in the fate of the op- 
position press. 
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“If I thought any real American inter- 
est was affected, if I thought it would 
restore good relations with the United 
States, I would let the opposition press 
publish tomorrow.” 

As Dimitrov sees it, U.S. interest in 
Bulgaria's opposition parties is but a part 
of an American drive to keep control of 
the Near East’s oil fields, to get control of 
the Mediterranean, to obtain strategic 
bases from Greece and to assure “free- 
dom for the American Navy to go where 
it pleases.” 

With this conception of U.S. objec- 
tives, the Communists of Eastern Europe, 
backed by Russia, are out to build a 
strong confederation of Communist na- 
tions. If they succeed, the confederation 
is to vie with the Western powers for 
the allegiance of Greece, Italy, Austria 
and other European countries. 
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DOLLAR DIFFICULTIES WORRY CANADA 





Dominion seeks means of maintaining supply 


of U.S. currency without curtailing imports 


and without resorting to borrowing abroad 


Reported from OTTAWA, 
LONDON and WASHINGTON 


Canada, second only to Britain as a 
U.S. customer, is up against the problem 
of maintaining her dollar supply and at 
the same time continuing her large pur- 
chases of American goods. Unless she can 
find a way to get more dollars, she may 
have to cut sharply her U.S. buying. 
Canada has dollars now, but her record 
purchases have thrown the balance of 
trade with the U.S. heavily against her. 
And European sources, which normally 
provide a flow of dollars to help make up 
the balance, now are yielding only a 
trickle. 

The Canadian Government, thus, is 
taking steps to force hoarded dollars out 





U.S. TOURISTS: This year they will leave $250,000,000 
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of hiding and into trade channels. And 
further action, possibly of drastic nature, 
is under study. 

@ Canada is buying U.S. exports in 
huge volume. During the war, Canadi- 
ans had to go without radios, refrigerators 
and many other items that they normally 
import. Since American production 
picked up, they have been trying to 
satisfy the hunger that developed during 
the period of scarcities. Their purchases 
include not only products they got from 
U.S. sources before the war but also 
many formerly obtained trom Europe. 
And the expanded industries of Canada, 
converted to peacetime production, are 
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getting big shipments of motors, parts 
and other materials from the U. S. 

The jump in U.S. prices since the 
removal of controls has helped to swell 
the cost of Canada’s imports from the 
U.S. Value of U.S. sales to Canada last 
year was almost five times the average 
for 1936-40, and the trend still is upward. 
@ U.S. buying of Canadian goods, al- 
though well above prewar levels, shows 
a sharp slump from the late years of the 
war, when war industries of the U.S. had 
an enormous appetite for raw materials, 
and the U.S. needed Canadian foodstutts. 
In those vears, for the first time in history, 
Canada had a favorable balance of trade 
with the U.S. 

U.S. imports from Canada for 1947, 

if continued at the rate set during the 
first quarter of the vear, will be slightly 
above the figure for 1946. But the spread 
between what Canada buys from the 
U_S. and what Canada sells to the U. S. 
is widening. 
@ The unfavorable balance of over half 
a billion dollars iast year was met by a 
variety of methods. Canada _ transferred 
to the U.S. gold trom her official reserves 
and supplemented that with a quantity 
of gold received from the United King- 
dom in settlement of an account. 

Expenditures by U.S. tourists in Can- 
ada helped. Driblets of dollars received 
by Canada from sales overseas were 
passed on to the U.S. 

Investments made in Canada by U.S. 

companies also were a factor. For U.S. 
firms are in the midst of spending about 
half a billion dollars in building branch 
plents and paper mills in the Dominion. 
@ Canada’s exports to other countries 
are booming. But, despite her large ex- 
ports, she receives few dollars from this 
source. Reason is that, with the excep- 
tion of some countries in Latin America, 
her customers are short of U.S. currency. 
Nine countries are paying for many of 
their Canadian purchases out of credits 
the Dominion has granted them since the 
end of the war. 
@ Net result is that, although Canada is 
making big sales abroad, her holdings of 
gold and dollars are going down fast. 
During last year they declined by about 
a quarter of a billion dollars. 

Not counting the value. of U.S. secur- 
ities owned by Canadians, the Domin- 
ion’s holdings at the end of 1946 still 
amounted to about a billion and a quarter 
dollars, about six times the prewar figure. 
But prices of the things Canada buys are 


higher than they were betore the war. 
Her population has increased. Thus, the 
Canadian Government feels it necessarv 
to maintain larger stocks of gold and 
dollars. 

Balances cannot be maintained at a 
high figure, however, when so few dollars 


are received from sales and 
when Canadian buying in the U.S. is 
hitting such a fast gait. 
@ A big hope of Canadians is that the 
uiernational Trade Conterence. now 
meeting in Switzerland, will take steps 
leading to the lowering of trade barriers. 
For if the U.S. would set the bars lower, 
Canada could go a long way toward 
bringing her trade into balance by in- 
creasing exports to her neighbor. But it 
is not clear yet how far the U.S. Con: 
gress would go along with such a policy. 
Another hope is that the U.S. will 
make more dotlars available to overseas 
countries, either as loans or in payment 
for increased imports. If this is done, part 
of these dollars will flow to Canada in 
payment for Canadian exports. Canada, 
in turn, will spend them in the .U.S 
Some help is expected from the British 
policy, scheduled to go into effect July 


Overseas 


15, of making dollars available in ex- 
change tor pounds earned after that date. 

U.S. tourists probably will spend a 
quarter of a billion dollars in Canada 
this year. Many Canadians will travel in 
the U.S... but will spend far less than that 
amount. Thus. the Dominion may make 
a net gain of nearly a hundred million 
dollars trom vacationists. 

The Foreign Exchange Control Board 
has just put a $10 limit on the amount of 
U.S. currency a Canadian can have in 
his possession. Thus the Board hopes to 
pry loose from merchants, hotelkeepers 
and service-station managers most of the 
dollars spent in Canada by U. S. visitors. 

Investment capital from the U.S. will 
continue to move to Canada during the 
vear. This will help to ease the situation. 

Whether enough help will be available 
trom these various sources to bolster 
Canadas supply of U.S. money is un- 
certain. So Canadian authorities are 
studying methods of holding the dollar 
line until world trade recovers further 
and makes more U.S. exchange avail- 
able. And Graham Towers, top banker of 
Canada, has been discussing the situation 
with officials in England and the U. S. 





@ Drastic steps may be taken unless 
there are signs of improvement. 
Canadian buying in the U.S. may be 
reduced. This could be accomplished by 
tightening import controls or by limiting 
the use of dollar exchange. Canada would 
hesitate to adopt this course, for she 
needs the goods. She could switch part 
of her buving to other countries. such as 
Belgium, but many of the essentials she 
needs can be obtained only in the U.S. 
The International Fund may be asked 
for a joan wo help tide Canaca over 
Export-Import Bank credits may be 
sought. This Bank has about $300,000,- 
OOO in unpledged funds, plus half a 
billion dollars laid aside for China 
@ Canada can hold out for a while with- 
out taking strong action. She would like 
to avoid cutting imports from the U.S. 
She prefers not to borrow money abroad. 
Canada may decide, thus, to let things 
rock along temporarily in order to see 
what the U.S. does about making more 
dollars available to other countries and 
to watch the trend of world trade and 
finance. But she is worried about the sit- 
uation. And she may decide before long 
that decisive action is necessary. 
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EMPHASIS ON HIGH QUALITY 


IN BRITISH FILMS PAYS OFF 


Industry's productions are earning twice 


as many badly needed dollars this year 
as in 1946 and gaining in world prestige 


Reported from LONDON 


Great Britain’s emphasis on high qual- 
ity in her postwar movie produc.wiis is 
starting to pay dividends. Cash returns 
in dollars from the exhibition of British 
features in U.S. theaters are running 
better than double what they were in 
1946. 

The number of overseas outlets show- 
ing British films is being increased, par- 
ticularly in the U.S., Canada, Ireland, 
Australia and New Zealand. 

At home, the pictures are rivaling in 

popularity the best attractions Holly- 
wood has to offer. 
@ The success British films are enjoying 
reflects the planning done by British 
producers to capture a larger slice of the 
motion-picture business throughout the 
world with the return of peace. 

The producers realized that their stu- 
dios could not compete with Hollywood 
in quantity of productions, for the U.S. 
film capital is now turning out five pic- 
tures to Britain’s one. They also rec- 
ognized that their industry could get 
nowhere with the generally inferior 
pictures made before the war. 

Hence the decision to concentrate on 

i limited number of productions of ex- 
ceptional merit, with the idea of making 
British films synonymous with high-qual- 
itv entertainment. 
@] Results to date are proving highly 
gratifying to British producers and have 
given their studios a world prestige they 
never enjoved before. 

E. J. Drechsel, Jr., staff correspondent 
ot World Report in London, reports that 
receipts from 1947 showings in the U. S. 
alone promise at least to double the 1946 
total of $8,500,000 and may even reach 
$20,000,000. 

Artistically, British films have akhmost 
completely displaced Hollywood produc- 
tions in the annual balloting in Britain 
on the “Ten Most Popular Films.” In the 
U.S. they have taken three of the places 
in a similar selection of a “Best Ten.” 

@ The U.S. market is of particular im- 
portance to the British producers in their 
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planning for the present and the future. 
This is because Britain’s economy needs 
dollars. 

At the present time, Britain is spending 
about $78,000,000 annually to import 
Hollywood films. The more British films 
can earn in the U.S., the less Britain 
will have to draw on her dollar reserves 
to pay for movie imports. 

Britain’s preoccupation with cultivat- 
ing the U.S. market explains, to a large 
degree, why the Labor Government has 
made no move to restrict the flow of 
U.S. movies into Britain. Officials frank- 
ly fear that any such restrictive policy 
might bring U.S. retaliation, depriving 
British films of the opportunity to com- 
pete with Hollywood productions in U. S. 
theaters. 

From the British viewpoint, a big rea- 
son for maintaining unhampered entree 
into the U. S. market is that it represents 
an audience potentially three times as 
large as British films could command 
in the United Kingdom, and the box 
offices pay off in dollars. Britain is seek- 


ing additional theater outlets in the 
United States to reach more of this 


potential audience. 

| In world competition, Britain’s film 
industry is looking ahead as carefully as 
it is in establishing its productions in 
the U.S. 

Only the best of British productions, 
for example, are allowed to go abroad. 
By this policy, Britain hopes to avoid 
Hollywood’s traditional practice of ex- 
porting second-rate pictures along with 
major productions. If only the best pro- 
ductions go overseas, the reputation of 
the British studios for high quality is not 
likely to be impaired. 

In planning future productions, more- 
over, the British intend to turn out films 
with a world-wide rather than a limited 
appeal. There is a strong economic rea- 
son for this. British producers estimate 
that more than 90 per cent of the screen 
time given their pictures overseas is in 
countries other than the U.S. 
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BRITAIN ON BROADWAY 
The customers seem to like it 





@ Handicaps, meanwhile, are prevent- 
ing the British film industry from capi- 
talizing fully on its immediate success in 
postwar productions and from going 
ahead as rapidly as its leaders would 
preter. 

Typical of the disadvantages is the 
fact that in the whole country there are 
only six cameras equipped to shoot films 
in color. This limits technicolor produc- 
tions to perhaps a dozen a year. 

Existing studios are inadequate physi- 
cally, and new construction must com- 
pete against housing. Equipment of all 
sorts has deteriorated. Replacements are 
badly needed but are not likely to be 
available for a year or more. Costumes, 
sets and the like all pose special problems 
because of the numerous shortages. 

Until these many deficiencies are rem- 
edied, British producers are going to 
have to do a great deal of improvising to 
get their films finished. They have been 
doing that since the war’s end, but it 
requires increasing Ingenuity as equip- 
ment deteriorates and shortages persist. 
@ Prospects, nevertheless, are promising 
for the industry. In the brief space of 
two postwar years, it has achieved a high 
reputation for quality productions. Its 
films are consistently earning more than 
British pictures did before the war. And 
it has been demonstrating originality 
and imagination on a scale to make U. S. 
producers sit up and take notice. 

The British industry today accordingly 
considers itself well on the way to giving 
Hollywood a run for its money in the 
world’s movie markets. It expects to be 
in an even better position once _ its 
studios are modernized and re-equipped. 
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CEMENT MONOPOLY DRAWS 
FIRE FROM LONDON PRESS 









Government investigation absolves trust of 
responsibility for housing shortage, but quota 
system holds prices up and production down 


Reported from LONDON 


Housing and reconstruction in Britain 
are feeling the pinch of a private monop- 
oly in cement. Stocks are down to one 
month’s supply. Output is far below the 
prewar level. 

The acute shortage of cement for 

housing now is placing the workings of 
the cement monopoly under public scru- 
tinv. A committee appointed by the Gov- 
ernment to investigate the industry has 
turned up these facts: 
@ All manufacturers of Portland cement 
in the United Kingdom are members of 
the Cement Makers’ Federation, which 
has set prices and production quotas for 
thie whole industry in Britain since 1934. 
@ Production of cement is limited by 
the Federation in order to prevent, over- 
supply and corresponding low prices. 

Deliveries by British producers, under 
these circumstances, have declined 
steadily since 1939. Despite pressing 
needs, first for industrial expansion in 
wartime and later for rebuilding after 
bomb damage, cement production went 
into a slump, until in 1945 it was down 
to half the amount for 1939, Output thus 
far this vear has been only a little more 
than half of requirements. 


_ 





Quotas are an important part of the 
Federation's control. Every firm belong- 
ing to the organization is assigned an 
annual ceiling production over a_ five- 
year period. : 

Firms that deliver cement in excess 
of their quotas are penalized. Those that 
fall short are compensated. Quota _per- 
centages not been changed since 1934. 
€| Competition in the cement industry 
in Britain thus has been almost com- 
pletely eliminated. 

Prices charged by the various manu- 
facturers are identical and are established 
by the Federation. There has been no 
price competition for 13 years, except on 
a few special tvpes of cement. 

Rebates are a powerful weapon, which 
the Federation holds over the heads of 
its dealers. They are equivalent to sub- 
stantial discounts on the list price of 
cement. The privilege of rebates is al- 
lowed only to merchants approved and 
registered by the Federation. 

The dealer loses his right to the re- 
bate if he deals in non-Federation cement 
or if he sells at prices below the minimum 
set by the Federation. In this way, the 
monopoly can enforce its control. 


oe 





Newcomers in the British cement in- 

dustry are barred from the field unless 
they join the Federation. No new firms 
have gone into cement manufacturing 
since 1934. 
@) Complaints against the Federation 
are growing as Britain’s housing program 
lags far behind schedule. Although the 
Government-appointed committee to in- 
vestigate the monopoly has given it a 
clean bill of health, the press is raising 
these objections: 

Inefficiency in the British cement in- 
dustry tends to be protected and en- 
trenched by price fixing and production 
quotas. Critics say the system prevents 
free competition, which normally would 
weed out the more inefficient firms. 

High costs, resulting from the Federa- 
tions policy of protecting its weaker 
members, are passed along to the public 
in the form of higher prices. Operating 
costs in some of the plants are twice as 
high as in others, but prices are set high 
enough to permit even the highest-cost 
plants to stay in business. 

Profits of the more efficient members 

of the Federation thus may be dispropor- 
tionately high. In 1945, one company 
showed a return of nearly 21 per cent 
on capital emploved. 
@ Real significance of the aroused pub- 
lic interest in the cement industry is that 
it may pave the way for investigations 
of other British monopolies. 

E. J. Drechsel, chief of World Report's 
London bureau, predicts that “the ques- 
tion of monopoly is one that will come up 
in Britain once more urgent and immedi- 
ate problems have been met. 

“The Labor Party's second installment 
of socialization may well aim at ending 
monopoly in major industries not yet 
nationalized or in those not scheduled 
to be nationalized.” 
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CEMENT FIXERS: Slow progress on. these houses puts private monopoly under public scrutiny 
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BALANCING 
U.S. TRADE 


Loans and gifts make up 





major part of financing 


of American export goods 


Products of U.S. factories and farms are 
flowing into international trade in record 
volume. Customer nations are hard put to 
balance this torrent of goods and services. The 
Worldgraph shows the means by which ex- 


GOLD AND ports from the U.S. will be balanced during 


1947. Totals for the year are based on figures 


ORT-TERM LOANS for the first quarter. The dollar value of U. S. 





imports is little more than a third that of ex- 
ia ports. Despite public and private gifts of close 
: to three billion dollars, nearly half of all U. S. 
exports are financed by new U.S. loans 
MP —— J abroad. 

Pee et ge OS Ske Ste sae | Europe, preoccupied with repair of war 
iin igs a a : damage, is not now able to export to the U. S. 
in larger volume. Future repayment, how- 
ever, if it is made at all, must be in goods and 
services exported by Europe to the United 
States. Recent trade discussions have revealed 
considerable resistance in the U.S. to plans 
for heavy future increases in imports. Hence 
present patterns cast a shadow of future prob- 

lems in international trade and finance. 
After World War I, Europe had similar diffi- 
culties in making payments to the United 
States. Comparisons between then and now, 
however, indicate that the situation today is 
potentially more acute. U.S. export totals for 
selected years in both periods, in billions of 

dollars, were: 


1920 1921 1940 1944 1946 1947 (Est.) 
10.3 5.5 5.2 21.2 15.3 19.6 


In the peak year after the First World War— 
1920—value of imports was nearly two thirds 
that of exports, while the value of this year's 
imports will be less than 40 per cent that of 
exports. External credit extended by the U. S. 
in 1920 was hardly more than a tenth of the 
prospective total for 1947. Exports in 1944, 
which set an all-time record, bore kittle rela- 

ial tteceine siemens | tion to normal peacetime commerce, since no 
ee | payment was made for nearly two thirds of 

the total. But this year shows a close parallel 

with 1920 in the postwar increases in exports. 

The sequel to 1920 was a drop of nearly 50 per 

cent in the value of exports the following year. 
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Report on Disarmament 


WEAPONS CONTROL STILL A DISTANT HOPE 


Major powers have not yet found a basis for 
discussion of atomic or conventional arms. 
Russia‘s latest proposals add to difficulties 


(With more men, more money and 
more scientific effort involved in arma- 
ments than ever before in time of peace, 
the question of disarmament is of vital 
interest to mankind. What is the present 
situation? What developments are in 
sight? What may ultimately be ex- 
pected? In a brief analysis, WORLD 
REPORT explains those questions.) 


HE RUSSIANS recently have _ intro- 
j erwin an unexpected factor into the 
problem of disarmament. They would 
examine not only the reduction and 
limitation of armaments and armed 
forces, but also would discuss regula- 
tion of the industrial capacity of na- 
tions. While understandable from the 
viewpoint of an underdeveloped state 
like Russia, this move is not calculated 
to facilitate early agreement with the 
industrialized U.S. 

Actually, disarmament has been pro- 
posed and discussed since the days of 
Frederick the Great. In general, all 
disarmament proposals are based on the 
dual proposition that any reduction of 
military strength tends to conserve hu- 
man and economic resources and at the 
same time to reduce the probability of 
war. While validity of the first part of 
that thesis is recognized, the second 
part is far from being generally ac- 
cepted. Obviously there is a close rela- 
tionship between armaments and secur- 
itv, but the question is which comes 
first. Does security result from disarma- 
ment, or disarmament from security? 
Do armaments promote wars or prevent 
them? Experience shows that the heavy 
armament of a potential aggressor 
makes for war; the heavy armament of 
a peaceful nation makes for peace. 


The Atomic Problem 


But whatever the virtues and dangers 
of disarmament, the Charter of the 
U.N. contemplated that, as world 
peace and security progressively de- 
veloped, corresponding steps would be 
taken toward regulation of armaments. 


The framers of the Charter expected 
that the first two steps toward security 
would be a general peace settlement 
and the organization of military forces 
for the Security Council. 

That disarmament should have de- 
veloped into such an active and con- 
troversial subject before those two 
steps were accomplished was due to 
the advent of the atomic bomb, and to 
political-strategic maneuvers initiated 
by Russia and involving both the U.S. 
and Great Britain. 

Fifteen months ago the U.N. set up 
a commission for the control of atomic 
energy, under the Security Council. 
Last February, a similarly constituted 
Commission for Conventional Arma- 
ments was established. This arrange- 
ment, by which the subject of disarma- 
ment is divided between two commis- 
sions, represents a compromise. The 
Russians would prefer that all phases of 
disarmament be considered together 
without further delay. The U.S. and 
Britain believe that atomic energy must 
be controlled before other forms of dis- 
armament can profitably be discussed. 

The work of the Atomic Energy Com- 
mission has been widely publicized. In 
brief, the U. S., Great Britain and seven 
other member states accepted the Ba- 
ruch plan, by which the U.S. would 
give up her atomic weapons only when 
an effective system of international con- 
trol, inspection and enforcement had 
been established. Russia and Poland re- 
fused to accept that proposal. Their 
position has varied somewhat in detail, 
but recently was stated emphatically 
by the Russian representative. He in- 
sists that atomic weapons be outlawed 
by treaty forthwith, and that all atom 
bombs then be destroyed. The Russian 
idea would provide for only a limited 
form of control and inspection, and 
would accept no modification of the 
veto right as regards action against a 
violation of the agreement. 

The opposed positions have been ar- 
gued, debated and discussed at such 
length and with such firmness that 


small hope of agreement is in sight. To 
the Western mind the Russian position 
appears entirely inconsistent with the 
Soviet insistent advocacy of over-all 
disarmament. In fact, the non-Soviet 
group regards its own position not only 
as logical and reasonable, but as gener- 
ous almost to the point of jeopardizing 
national security. 

The most generally accepted expla- 
nation of Russia's attitude is that it 
combines two tactors, a conviction that 
delay favors Russia and a fear that the 
Soviet system could not long survive 
Russia's being “opened up.” 

There is every indication that the 
U.S. proposals, as accepted by a 9 to 2 
vote of the Commission, will not be 
modified in any essential point. Russia’s 
tactics, on thé other hand, cannot be 
forecast. It is always possible that she 
wilt suddenly accept the views of the 
Commission majority, but such a course 
does not now appear probable. 


Conventional Weapons 


As to the Commission for Conven- 
tional Armaments, Russia would have 
preferred it had a wider scope, includ- 
ing atomic energy. In this she failed. 

The U.S. considers that the work 
of the Commission should proceed in 
four successive steps: (1) Agreement 
as to what armaments and armed forces 
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come within its jurisdiction; (2) discus- 
sion of security conditions prerequisite 
to any effective system of disarmament, 
including consideration of peace settle- 
ments, establishment of U.N. military 
forces and control of atomic energy; 
(3) safeguards for assuring the integ- 
rity and effectiveness of the system; (4) 
other pertinent matters. 

Russian ideas as to a plan of work 
are radically different from those of 
the U.S. The Russians first would dis- 
cuss general principles governing the 
regulation of armaments and—an en- 
tirely new proposal—the regulation of 
industrial capacity. Both would be con- 
sidered in connection with the control 
of atomic energy. Then they would dis- 
cuss definite limits for armaments, 
armed forces and industrial capacity. 
They would consider next the limita- 
tion of bases, the relationship between 
military and nonmilitary facilities, and, 
lastly, a system of safeguards and con- 
trols for implementing the system. 

The Soviet proposals are interesting. 
If they really represent what Russia 
would like to accomplish in regard to 
disarmament, it would seem that she 
is desirous of curtailing military-indus- 
trial capacity, as well as direct arma- 
ments, and opposes a separate settle- 
ment on atomic energy. She appears 
particularly interested in limiting over- 
seas bases and in relegating safeguards 
and controls to a minor position. 

Russia’s proposals, however, prob- 
ably are no more important as indica- 
tions of Russian thinking than they are 


as further evidence that Russia con- 
tinues to work for delay. It is difficult 
to demonstrate that discussions based 
vi these suggestions could result in any- 
thing but endless debate. 


Non-Soviet Views 


The situation is further complicated 
by lack of unanimity among the non- 
Soviet group, extenuing even to U.S. 
circles. There are those who recognize 
the logic of the U.S. proposals, but 
attach greater importance to the U.S. 
taking the initiative from the Russians. 
As a means of getting the U. S. to “carry 
the ball” a formula has been proposed 
by which: (1) Each nation would es- 
tablish and announce the limits of its 
armaments and armed forces; (2) each 
nation would make an annual report to 
the Security Council on its armaments 
and armed forces—subject to verifica- 
tion; and (3) any nation might appeal 
to the Security Council, when in its 
opinion the armaments and armed 
forces of another nation constitute a 
threat to the peace. 

Critics say that as an approach to 
disarmament such proposals are mean- 
ingless, because: (1) In practice, each 
nation already sets the limits of its 
military establishment by its budget; 
(2) the proposed “verification” of re- 
ports admittedly does not extend to 
effective inspection and control; and 
(3) every nation already has the right 
to call the attention of the Security 
Council to an alleged threat to the 


peace. The proposals are of some im- 
portance, nevertheless, in that they in- 
dicate divided views in the non-Soviet 
group. 

On the basis of this brief summary, 
it would seem that: 

(1) Atomic disarmament is in a 
state of deadlock, with the only chance 
of progress a faint hope that Russia 
may eventually agree to the essentials 
of the Baruch plan; 

(2) Even should there be agreement 
on control of atomic energy, some years 
would elapse before an effective sys- 
tem could be fully established; 

(3) Discussion of the limitation and 
regulation of conventional armaments 
has not yet reached a point where there 
is an agreed plan of work in the Com- 
mission, which has been charged with 
the subject for four months; 

(4) Proposals by the principal pow- 
ers are so far apart as to hold out no 
hope of even minor accomplishment 
unless and until the peace settlement 
is made, the U.N. military forces or- 
ganized and control of atomic energy 
established; 

(5) If and when these conditions 
have been met, there will remain tech- 
nical and political difficulties that will 
require a period of years to be over- 
come; 

(6) The prospects for disarmament 
in the near future are practically nil. 
For the distant future there is always 
hope, but that hope must rest on 
eventually attaining loyal co-operation 
among the great powers. 





_ 


~—Official United Nations 


Chairman Lilienthal (standing) of the U. S. Atomic Energy Commission before the United Nations Atomic Energy Commission 
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Nation’s financial structure beginning to feel 


strain of Government's heavy expenditures. 


Imports are increasing while exports drop 


Reported from BUENOS AIRES 


Unprecedented spending by the Perén 
Government now is biting deeply into 
Argentina’s financial resources. 

Since President Perén took office a year 
ago, the country has committed or spent 
abroad at least $1,400,000,000. The Gov- 
ernment’s Five-Year Plan is to cost an ad- 
ditional $1,250,000,000 by 1952, apart 
from normal budgetary expenditures. 

While Argentina's economic position 
appears strong enough now to support 
large outlays, financial observers are won- 
dering how long it can remain so. 

@ Storm signals already are appearing 
on the Argentine horizon. 

Imports are growing faster than ex- 
ports. Purchases for the Five-Year Plan 
cover expensive heavy equipment, and 
trade balances are expected to dwindle 
rapidly. 

Argentine purchasing missions in the 
U.S. and Britain are flourishing hundreds 
of millions of dollars and seek equipment 
for transportation, engineering and hydro- 
electric projects, irrigation and housing. 
The only brake on the rate of such spend- 
ing seems to be slow delivery. 

Trade figures for the month of March, 
just released, show what is happening. 
Value of Argentine imports for March 
1947 was more than twice that for 
March 1946. Exports were up only 17 
per cent for the same period, and ton- 
nage figures show a 44 per cent decline. 

Rural unrest at home could wreck the 
country’s whole financial setup. Farmers 
are dissatisfied with prices paid by the 
Government's export monopoly and are 
not selling thei: crops as freely as_ be- 
fore. Now they are threatening to reduce 
the acreage of certain food crops and 
convert their lands to grazing. That 
means the Government may have to face 
the possibility of earning less money from 
its sale of foodstuffs abroad next year. 

Trends abroad indicate that Argen- 
tina's favored position as the owner of 
huge food surpluses in a hungry world 
may disappear in a couple of years. When 
harvests return to normal in other parts 
of the world, Argentina’s now desperate 
customers may remember the exorbitant 
prices they had to pay in order to keep 
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alive amd then take their trade 
elsewhere. 

1 .acon ultimately could cripple Ar- 
gentina’s economy. Domestic prices have 
skyrocketed during the last year. The 
country's exchange position has worsened 
sharply in the last few months. Money 
in circulation has jumped, and credit has 
expanded tremendously. 

But Argentina has lost more than one 
third of her gold resources in less than 
eight months. The Central Bank now is 
losing $10,000,000 in gold every week. 

Dollar shortage, which has affected 
nearly every other country in Latin 
America except Argentina, now looms as 
a threat to her as well. For the first quar- 
ter of this vear, the unfavorable balance 
of Argentina’s trade with the U.S. was 
running at the rate of $350,000,000 a 


may 





ARGENTINA SPENDING AT DANGEROUS RATE 


year. It is expected to go much higher. 

Rigid controls have been clamped on 

all imports. The demand for dollars has 
increased and importers complain that 
dollar exchange is difficult or impossible 
to get for certain products. 
@) The reason for all these developments 
is that the Argentine Government is 
spending more and lending more than 
ever before. 

Purchases of railways and the tele- 
phone system from outside interests is a 
heavy drain on the treasury. 

The British railroads alone are to cost 
Argentina $625,000,000. That will more 
than wipe out Argentina’s sterling bal- 
ances in London. The sale has not been 
ratified, but that is considered a formality. 

Argentina has paid $45,000,000 for 
the French railways. And the Govern- 
ment has handed over $95,000,000 in 
cash tor the national telephone systein. 
tormerly owned by a U. S. firm. 

Loans to other countries may reach 
nearly a billion dollars by the end of this 
vear. Credits totaling $634,000,000 al- 
ready have been extended to such coun- 
tries as Spain, Chile, Bolivia, Czecho- 
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SOLDIERS OF THE ARGENTINE ARMY 
, Military expenses now take half the budget 


slovakia, Finland and Belgium. More 
loans, being negotiated with France, 
Italy, Denmark, Paraguay and Peru, may 
amount to at least another $325,000,000. 

Deficit spending is continuing on a 
large scale. The Argentine Government 
this year will have a deficit of well over 
a billion dollars, which will be only 
partially offset by income from the Gov- 
ernment’s various business enterprises. 

Although for years Argentina has been 
unable to buy much in the way of arms 
and military equipment, her expenditures 
for national defense have devoured half 
the budget. When Argentina can buy 
weapons more freely, military spending 
may rise still more. 

The Five-Year Plan allots $1,250,- 
000,000 for nonmilitary purposes. De- 
fense spending under the plan is a secret, 
but it may bring total expenditures for 
development and national defense for the 
next five vears to $2,500,000,000. 

Repatriation of all of Argentina's pub- 

lic debts to other countries has added 
another $250,000,000 to the drain on 
her resources. 
@) Impression abroad that Argentina's 
balances are piling up and that her finan- 
cial standing is unchallengeable 
now be revised. 

Argentina’s holdings of gold and _ for- 
eign exchange have dropped by 22 per 
cent in less than eight months. 

Argentina still enjoys a strong eco- 
nomic position. But, for the first time, 
she is beginning to show the strain of the 
large outlays she is making to increase 
her rank among world powers. 


must 
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CENTRAL BANK OF ARGENTINA 
Loses $10,000,000 in gold a week 
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They're built to clip whole days from voyages. These new C-type 
cargo vessels are the cargo queens of LYKES regularly scheduled 
cargo fleet between American Gulf ports and the countries eagerly 
awaiting America’s products of industry and agriculture. 

Your exports, on their way from the Midwest and South to over- 
seas markets, receive advantageous freight rates via natural shipping 
routes southward to United States Gulf ports. From these logical 
exits, LYKES American flag ships deliver vour goods to destinations 


abroad by direct ocean trade lanes. 


LYKES outstanding record of dependability stems from long ex- 


perience in ocean transportation. Fast, modern cargo vessels. 


time- 


saving loading and unloading facilities, careful handling of specific 
tvpes of shipments, all contribute to the solution of your export and 


import problems. 


American Flag 


LYKES WEST INDIES LINE—From Houston, 
Galveston, Lake Charles and other West 
U.S. Gulf ports to Puerto Rico, Cuba, 
Dominican Republic, Haiti, East Coast 
of Colombia, Venezuela and Canal Zone. 


LYKES AFRICA LINE—From U.S 


to South and East Africa. 


LYKES ORIENT LINE —From U.S. Gulf ports 


to Hawaii and Far Eastern ports. 


LYKES WEST COAST OF SOUTH AMERICA LINE 
—From U. S. Gulf ports to Colombia, 
Ecuador, Peru and Chile. 


.Gulf ports 





Trade Routes 


LYKES MEDITERRANEAN LINE—From U. s. 
Gulf and South Atlantic ports to Spain, 
Portugal, North Coast of Africa and the 
Mediterranean and Black Sea areas. 


LYKES U. K. LINE—From Tampa, New Or- 


leans, Houston, Galveston and West U.S. 
Gulf ports to the United Kingdom and 
Ireland. 


LYKES CONTINENT LINE—From Tampa, 


New Orleans, Houston, Galveston and 
West U. S. Gulf ports to Continental 
Europe and Scandinavia. 


Write for the new folder, “LYKES LINES AND GULF PORTS” 


Address Lykes Bros. Steamship Co., Inc., Dept. E, 


New Orleans, La. 


LYKES LINES 


Lykes Bros. Steamship Co., Inc. 


Offices at: 


NEW ORLEANS, HOUSTON, GALVESTON, NEW YORK, 


Baltimore, Beaumont, Chicago, Corpus Christi, Dallas, Kansas City, Lake Charles, 
Memphis, Milwaukee, Mobile, Port Arthur, St. Lovis, Tampa, Washington, D. C. 


OFFICES AND AGENTS 
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U. S. businessmen can travel 
to Europe in search of trade 





Business trips abroad are beginning 
to be a bit easier for the U. S. merchant 
or manufacturer. But there still is a long 
way to go before the conveniences and 
luxuries of prewar travel are common 
again. 

The demand for passage to and from 
Europe is so heavy today that the most 
important requirement for any traveler 
to that Continent is planning. Travel ar- 
rangements should be made well in ad- 
vance and adhered to. 


Is space to Europe available? 

Yes, accommodations can be had on some 
of the smaller ships, although it is ex- 
tremely difficult to book passage now on 
the larger liners. Most companies have 
waiting lists 10 times the number they 
can carry. Transatlantic air lines are 
adding planes as fast as they can, and 
chances are good for getting a seat with- 
in three or four weeks of application. 
Also, a number of freighters have facili- 
ties for passengers. 


What papers are needed? 
Passports are required for travel to all 
countries of Europe. Visas and proof of 
immunization also are necessary. Some 
countries require police certificates and 
a few ask also for photographs in addi- 
tion to the passport pictures. By mapping 
out an itinerary in advance, travelers 
can determine specific requirements for 
each country as they arrange transporta- 
tion. These papers then can be checked 
while obtaining visas. 


Where can a possport be obtained? 
In New York City, Washington and San 
Francisco, the United States State De- 
partment maintains special passport of- 
fices. Elsewhere, passports are issued 
by the clerk of any federal court or 
any State court that has authority to 
naturalize aliens. 


What is needed to get a passport? 
First requirement is a birth certificate or 
certificate of naturalization that will pro- 
vide proof of citizenship. Then there is 
the requirement of two recent photo- 
graphs. These should be not less than 


2% inches nor more than 3 inches square. 


Is identification required? 

An identifying witness who is personally 
known to the clerk of the court or to the 
passport agent must affirm in writing 
that he has been acquainted for at 
least two years with the passport ap- 
plicant. If the witness is not known 
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to the person authorized to issue pass- 
ports, documentary evidence of the iden- 
tity of the witness is required. An 
expired passport is accepted as identifi- 
cation without a witness. 


How long does it take? 


At least 30 days should be allowed. Ap- 
plications must be sent to Washington 
to be cleared. The passport then is mailed 
to the address shown on the application. 


What is the passport fee? 


Ten dollars, of which nine dollars should 
be in the form of a postal money order 
pavable to the Secretary of State, Wash- 
ington, D. C. The other dollar should be 
paid to the person before whom the 
application is made. 


Are visas necessary? 

Visas, which are permits to enter specific 
countries, can be obtained from a con- 
sular officer of the country to be visited. 
Most governments maintain consulates in 
the larger cities of the United States. 
Visa fees range up to $11, but several 
European countries charge nothing. 
Transportation companies can advise 
travelers where consulates are located. 


What about health certificates? 


All European countries insist on proof of 
smallpox vaccination and _ inoculation 
against typhus. Turkey and Russia re- 
quire cholera shots also. 


Is it possible to visit Germany? 
Yes, if the traveler represents ownership 
of property there which he wishes to in- 
spect, or if he is going to discuss possi- 
bilities of exporting from the combined 
British-American zones in Germany. 
Quotas for such trips are limited because 
of the shortage of accommodations, but 
the State Department will make arrange- 
ments with the military authorities there 
for accredited businessmen. 


How about other occupied areas? 
In the case of Bulgaria, Romania, Hun- 
gary and Albania, travel of U.S. citizens 
is limited to those conducting urgent 
business of national importance. Applica- 
tions are routed to the local Russian com- 
mander through the State Department 
and the appropriate Allied Control Com- 
mission. Only a few applications have 
been approved, but in several instances 
businessmen who were unable. to get 
approval before starting for Europe later 
obtained admission through U.S. au- 
thorities there. 


What about controls on business? 
After applying for transportation and 
passport, it is a good idea to make a 
check on the current status of govern- 
ment controls on doing business, both in 
the United States and in the country 
to be visited. Changes in regulations 
affecting import and export of goods 
and currency should be noted carefully. 
Local field officers of the U.S. Depart- 
ment of Commerce will help in provid- 
ing this information. 


How should money be carried? 
From every standpoint, it is best to 
carry travel funds in letters of credit or 
other financial paper rather than cur- 
rency. It is safer and avoids trouble with 
currency restrictions still in force in many 
countries. France now allows U.S. visi- 
tors to bring in U.S. dollars in any 
amount they wish, but the total is re- 
corded on the passport and an account- 
ing may be required on departure. 


Is there a baggage limit on planes? 
Yes, the international air lines restrict 
each passenger to 66 pounds of personal 
baggage. Above that figure, a charge is 
made for excess baggage and, by ar- 
rangement with the passenger, excess 
baggage may be shipped separately on 
surface transportation. It is simpler to 
travel lightly and keep within the limita- 
tion. 


Are accommodations available? 
In the cities, hotel rooms and food are 
scarce, high in price and below prewar 
standards of quality. Switzerland and 
Sweden have adequate facilities, but 
their prices are high, too. Many Euro- 
pean countries are making special allow- 
ances of rooms and food for visitors from 
abroad and are doing everything possible 
to cater to the comfort of business travel- 
ers. Where possible to figure on a definite 
itinerary, it is wise to make hotel reserva- 
tions before departure. 


How about return passage? 

It is advisable in any case to make ar- 
rangements for guaranteed accommoda- 
tions on the return trip. Tourists cannot 
obtain passports without such reserva- 
tions. But for the businessman who 
doesn’t know how long his transactions 
abroad will take, this requirement is 
waived. To qualify for such exemption, 
the business traveler must have a letter 
on company stationery stating that the 
proposed trip is a legitimate mission for 
an established concern. 
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Wool threatens to slow down the U.S. program for freer trade, now being 
considered by 18 countries at the trade conference in Geneva. 

That's what all the fussing is about in Washington over the wool bill. 
Proposal to add import fees to the present high tariff on imported wool 
flings down the gauntlet to the wool-exporting countries, particularly Australia. 

These and other countries came to Geneva to talk tariff cuts, not increases. 

But, in the U.S. Congress, the same reluctance to let U.S. negotiators 
bargain away tariff walls as seen last winter pops up again. 

To Under Secretary of State Clayton, the wool bill backtracks on U.S. trade 
policy which he wants to point toward tariff cuts and gradual removal of other 
trade barriers. To get concessions at Geneva, the U.S. must make some. 

Great damage already is done, whether the Administration in Washington can 
change the wool bill or not. U.S. negotiators at Geneva now can hardly offer to 
cut the wool tariff with a straight face. No one will believe such a cut would 
Stick. True, wool is only one item on the agenda in Geneva. But it is blown up 
to king-size for this reason: The British countries probably won't cut their 
preferential tariffs to other Empire countries unless the U.S. does something 
about wool. These preferences are a main target of the U.S. at Geneva. 














Whatever happens in Washington, the Geneva conference will show results.... 





Tariff agreements between pairs of countries already are emerging at Geneva. 








The first is between Czechoslovakia and South Africa. Another, nearly com- 
pleted is between Canada and Norway. 





Scores of other bilateral agreements are likely before the conference closes. 





Original aim was to tie these agreements together, to consolidate them into a 
Single pact among 18 countries looking toward reduction of tariffs. Backbone of 
Such a pact was to be a web of agreements with the British countries. 

This core may be missing unless the wool tangle can be combed out. 

This British-American impasse is jolting to the over-all harmony at Geneva. 
But it does not prevent reductions in others’ tariff walls. 








The other objective at Geneva is to approve a code for world trade€.ceee 

Work on this part of the job is just starting. 

Main principles for trade were drawn up in London last autumn but many de- 
tails remain to be threshed out. Chief difficulty, again, is that the good faith 
of the U.S. is being widely questioned. U.S. negotiators do not have full backing 
at home. If the U.S., with her economic strength, is not fully prepared to move 








toward freer trade, other countries, with many more problems, are going to go slow. 


(over) 
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WORLD COMMERCE AND INDUSTRY--(Continued) 


Chances are that the charter for international trade may be shelved for the 
time being. A final draft of trade principles may still be worked out at 
Geneva. But putting the ground rules into effect may be postponed. 

Tip-off on Geneva will be given by Clayton's actions. 

If he goes back, further approaches will be made to the British countries. 

If he does not go back, Geneva becomes a Salvage operation as far as the 
U.S. is concerned. Attempts will be made to negotiate as many tariff agreements 
as possible and to lay the groundwork on trade principles--for future reference. 














The U.S. loan policy may affect the work of the Geneva conference..... 

This question is being asked by countries represented at Geneva: 

Does expansion of world trade really depend on removal of trade barriers? 

U.S. loans and grants are oiling the wheels of trade more effectively than 
Slow, piecemeal removal of such things as quotas and exchange controls. 

So, why bother about trade restrictions right now? 

If the real aim of the U.S. is to rebuild world trade, lending dollars is 
the most effective way. Time enough when the world economy iS on a more even 
keel to think about clearing away trade restrictions. 

This line of thinking is not likely to go down so well in the U.S. It might - 
even lead to more strings on future loans and grant - Strings might require 














reduction of discriminatory practices as part ane ‘@loof any U.S. aid. 
Trouble is U.S. loan agreements with Brii- anee and half a dozen other 
countries and all the Lend-Lease arrangements cc .uaned clauses along that line. 


They haven't had much effect yet at Geneva. 


In Latin America, several things are worth watching..... 
Argentina, despite patched-up relations with the U.S. is facing difficult 


problems. Her budget is badly unbalanced by big military expenses. More red ink 
is ahead as expenditures on the Five-Year Plan and for external loans make them- 


selves felt. Argentina apparently is going to need outside help to carry out her 
ambitious plans. Whether U.S. financiers will be interested is a question. 

Cuba is up in arms about the U.S. market for her sugar. During the war, 
Cuba supplied half or more of all the sugar consumed by the U.S. Now Cuba fears 
that the U.S. will start limiting Cuba's share to 29 per cent of total con- 
Sumption as before the war. Unless this percentage is raised, Cuba now threat- 
ens to stop sending sugar to the U.S. after July 31. The U.S. State Department 
is sympathetic to Cuba's case. U.S. growers of beet and cane sugar are not. 

Brazil is tightening up on her exchange controls again. The reason is the 
continued outflow of dollar reserves. First priority will be given to the buy- 
ing of essentials abroad. Second priority is given to remittances of royalties, 
interest and business profits. This means the Government still is currying 
favor with U.S. and other investors in Brazilian ventures. 

Import and exchange controls are generally getting stiffer in South America. 

Trend is seen in Peru, Ecuador, Chile, Colombia, Uruguay. To some extent, 
this is a seasonal matter, but it is aggravated by an unusual dollar drain 
caused by heavy buying of U.S. goods, some of them luxuries. 














Sweden's controls over imports thus far have had little effect in stopping 
her loss of gold and foreign exchange. Since March 15, when the controls were 
announced, holdings of the central bank have fallen more than 25 per cent. 
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SANDSTROM: Palestine Umpire 


Peres NATIONS committee to in- 
vestigate Palestine now finds itseit 
caught in the conflicts of the Holy Land 
even before its work is well started. 
Whether this committee can succeed, 
where 18 others have failed, and settle 
the troubles between Palestine’s Jews and 
Arabs is to depend in large measure on 
its chairman, a Swedish jurist named 
Alfred Emil Frederik Sandstrém. 

@ An Arab boycott now threatens to 
limit the scope of testimony available to 
Sandstrom’s investigators. If the Arab 
states, which favor an independent Pales- 
tine that would be ruled by the country's 
Arab majority, persist in their boycott, the 
committee will be unable to get the Arab 
side of the story in the dispute over the 
Holy Land. 

The Arab decision to withhold  co- 
operation from the U.N. investigation 
arises from a number of circumstances 
that may hamper Sandstr6m’s investiga- 
tion to the end. 

Arab leaders charge that the terms 
under which the U.N. committee was 
created are unfair to their cause because 
the committee is not authorized to study 
Palestine independence and termination 
of the British mandate. 

The Arabs also object to the fact that 
the committee has authority to investi- 
gate conditions among displaced Jews in 
Europe. In the Arab view, the Jewish 
problem in Europe is a matter quite 
separate from the status of Jews in 
Palestine, and the two issues should not 
be linked together. 

Finally, the Arabs complain that the 
Palestine controversy does not require a 
U.N. investigation to establish the tacts 
in the case 
@ Zionist Jews, who hope the commit- 
tee will decide in favor of a Jewish state 
in part of Palestine, if not in all of it, are 
co-operating with Sandstrém’s commit- 
tee. Some Zionist leaders, however, fear 
that the group may be too strongly under 
British influence. They will watch the 
committee's actions carefully in Palestine. 

The Zionists will exert pressure to have 
the committee study the plight of Jews 
in Europe, whom the Zionists would like 
to send to Palestine as immigrants. If 
Sandstrém’s ll-member group votes 
against going to Europe, a strong protest 
from the Zionist leaders is certain. 

@ Inside the commission there are ele- 
ments of controversy. 

Among the nations represented are 
Czechoslovakia and Yugoslavia, whose 


delegates may reflect the views of Russia, 
which wants to take a more direct hand 
in the future of Palestine. 

India and Iran, also members of the 
group, are expected to support the Arab 
point of view. 

Guatemala, Uruguay and Peru are con- 
sidered sympathetic to the Zionist argu- 
ments. 

Australia, Canada and the Netherlands 
are interested in preserving Palestine as a 
keystone in the British security system, 
on which their own safety depends. 
€ Justice Sandstrém’s task as chairman 
is to preserve committee neutrality in 
these arguments until it writes its final 
report, due to be presented to the U.N. 
by September 1. Forty years on the bench 
in Sweden and on international courts 
have trained Sandstrém for this task. 
He is nonpartisan both by nationality and 
by professional training. 

Sandstrom, a native of Nyképing, near 
Stockholm, has been on court work ever 
since he graduated from law school in 
1908. He started as a notary and moved 
up to become a justice of Sweden’s 
Supreme Court. Today he is Sweden's 
representative on the Permanent Court 
of Arbitration at The Hague. 

After the First World War, Sandstrém 
spent 11 years in judicial work outside 
Sweden. From 1918 to 1926 he was a 
member of the Mixed International 
Court in Egypt. Two of Sandstrém’s three 
children were born in Egypt. He made 
several trips to Palestine as a_ tourist. 


Leaving Egypt in 1926, he spent the next 
three years in London as member of an 
English-German court of claims set up 
by the Versailles Treaty to adjudicate 
war-damage suits. 

Back in Sweden, Sandstrom became, 
successively, president of the Swedish 
Labor Court, chief ‘justice of two dis- 
trict courts and then, in 1931, a justice 
of the Supreme Court. He resigned from 
the bench in 1933 to serve on various 
Government boards and was reappointed 
to the Supreme Court in 1935. 

Sandstrom resigned from this lifetime 
job in 1943 to take charge of the Inter- 
national Red Cross program to feed occu- 
pied Greece. With headquarters in Athens 
and a staff of 25 officers from neutral 
countries, Sandstrom made arrangements 
for more than 500,000 tons of foodstuffs, 
medicines and other relief supplies to 
enter Greece from the United States, 
Canada, Britain and other Allied coun- 
tries. Without these supplies, more than 
2,000,000 Greeks might have died of 
Starvation. 

Sandstrém’s organization acted as the 
chief supply system for Greece under 
Nazi rule. It imported the bulk of Greece's 
supplies from outside and supervised 
distribution down to the level of the 
grocery store. Sandstrém risked his life to 
perform this job. Duty once took him to 
the mountain hideout of a guerrilla chief- 
tain. When the Swedish jurist arrived, 
he was told that the road over which he 
had traveled had been planted with 
mines. He was escorted safely back to 
Athens by a guerrilla guide. 

Sandstriim is given a big measure of 
the cred for saving Athens from de- 
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Emil Sandstrém, head of U. N. Palestine committee, takes gavel from Victor Hoo 
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struction by the Germans. When British 
troops reached the outskirts of the Greek 
capital in November 1944, Sandstrom 
arranged a conference between the Ger- 
man and British commanders. Putting 
the two opposing generals in separate 
rooms in an Athens house, he mediated 
between them. The result was that the 
Germans dropped their plan to dynamite 
installations in the city, and the British 
did not shell it. 

Last vear Sandstrom visited the United 
States as chairman of the Swedish bureau 
for disposal of German assets. He negoti- 
ated an agreement with U.S. authorities 
designed to prevent fugitive Nazi funds 
from finding a safe haven in Sweden. 

The esteem in which Sandstrém is held 
in Western countries is shown by the 
fact that the United States proposed him 
for.the United Nations post of Governor 
of the Free Territory of Trieste. The 
Russians, however, did not find him ac- 
ceptable. 


An active lite in legal work has left 
the jurist little time for recreation. But 
despite his 60 years, Sandstrém is still 
an expert on skis and ice skates and is 
rated as an excellent ballroom dancer. 

Sandstr6m’s temperament is so even 

that members of his immediate family 
say they cannot recall a time when he 
lost his self-control. 
@ The professional neutrality that Sand- 
strom has cultivated throughout his life 
is counted on by the U.N. as one of the 
major assets of the committee he now 
heads. No matter what the committee 
reports to the General Assembly in Sep- 
tember, its report will be worthless unless 
the recommendations made can be en- 
forced. A majority of nations in the U.N. 
believe that chances for a_ Palestine 
settlement will be improved if the U. N.’s 
recommendations come trom a committee 
that cannot be charged with prejudice. 
They count on Justice Sandstrém to keep 
the inquiry truly neutral. 


GRISWOLD: U.S. Administrator in Greece 


NE OF THE MOST EXACTING JOBS ever 
O to go toa U.S. civilian now is being 
assumed by Dwight Palmer Griswold, 
banker, editor and three times Governor 
of Nebraska. As administrator of the 
$300,000,000 aid program for Greece, 
Griswold is in the pioneer spot for carry- 
ing out the U.S. policy of checking Com- 
munist expansion. 

(| The assignment is a difficult one. 
Griswold must contend with warring 
political factions. He has a wrecked 
economy to reconstruct, if Greece is to 
get back on her feet. And, above all, 
he must see that steps are taken to com- 
bat the infiltration of Communist forces 
intent on seizing power in the country. 

The full force of Soviet propaganda 
can be expected to keep him under 
steady fire as he seeks to accomplish his 
mission of making Greece an anti-Com- 
munist bastion in the Eastern Mediter- 
ranean. , 

Appointment of Griswold, a Republi- 
can, to the Greek post is being inter- 
preted as a further move by President 
Truman to emphasize the bipartisan char- 
acter of U.S. policy. 

The 53-year-old Griswold has been 
active in Republican aftairs for a quarter 
century. He played a prominent role in 
the 1944 presidential campaign and at 
the time of the Party's convention he 
was considered a contender for the vice- 
presidential nomination. 

Griswold’s selection to administer the 
Greek aid program is not sitting too well 
with Nebraska Democrats, who profess 
to be “shocked and affronted” by the 
choice, but most others in his home State 
appear satisfied that the former Governor 
has the ability his new post requires. 

In the opinion of .the White House, 
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No ideological axes to grind 


Griswold is a forthright, experienced ad- 
ministrator. President Truman plainly ex- 
pects him to take a firm, hard-headed 
approach to Greece’s multiple problems. 
Griswold is a liberal by reputation and 
favors a policy of internationalism in 
U.S. relations with other countries. 
@ Firsthand knowledge of war and its 
aftermath are part of the background 
Griswold takes with him to the job in 
Greece. He was an artillery officer during 
World War I and recently has been serv- 
ing as director of the Internal Affairs and 
Communications Division of the U.S. 
Military Government in Germany. 
Griswold believes that his experience 
with the Military Government will prove 
helpful to him in Greece because it is 
“a war-torn country with some of the 


same chaotic conditions” that prevail in 
Germany. He also is convinced that U. S. 
spending, such as Washington policy 
contemplates, is necessary throughout 
the world to eliminate the causes of 
future wars. 

The U.S., Griswold contends, should 
employ its tremendous economic strength 
to squelch conflicts betore they have an 
opportunity to get started, rather than 
to pour out military man power and 
national resources in vast amounts once 
the fighting gets under way. 

@ In Greece, the former Nebraska Gov- 
ernor considers his job as largely admin- 
istrative. He rates the economic phases 
of the aid program much more impor- 
tant than the military assistance con- 
templated for the Greek armed forces. 

He is impressed by the gravity of the 
Communist threat to Greece, the more 
so since the coup by which the Commu- 
nist minority seized power in Hungary. 
However, as soon as he was appointed, 
he made plain he had no_ ideological 
axes to grind in his new post. He said 
he would not attempt to persuade any- 
one to embrace a particular kind of gov- 
ernment. He was interested solely in 
seeing the people were permitted to 
make their own choice. 

To the Greek scene, Griswold is bring- 

ing a bluff, Mid-Western heartiness, He 
is a vigorous man, physically active, 
plump, round faced and double chinned. 
He likes outdoor lite, but his new duties 
are not likely to give him much opportu- 
nity for his favorite recreations of fishing 
and hunting. 
@ The background of the first adminis- 
trator of what may prove to be an historic 
U.S. policy in international affairs is im- 
portant in any appraisal of his selection 
for the job in Greece. 

Griswold started his career as a bank 
clerk in a small Nebraska town, and now 
is one of the bank’s directors. He also 
went into journalism and since 1922 has 
been editor and publisher of his home- 
town newspaper. 

He won his first success in politics in 
1921 when he was elected to Nebraska’s 
House of Representatives. Three terms in 
the State Senate followed during the ’20s, 
and subsequently served three terms as 
Nebraska’s war Governor from 1940 to 
1946. 

It was as war Governor that Griswold 

first espoused the internationalism that 
now characterizes the U.S. approach to 
world affairs. In February 1941, 10 
months before Pearl Harbor, he indorsed 
Lend-Lease and came out against any ne- 
gotiated peace with the Axis. 
@ The road ahead in Greece is much 
rougher than anything Griswold en- 
countered in Nebraska. The way the 
Greek aid program is administered in its 
first few months will influence not only 
world opinion toward the U.S. policy, 
but also the attitude of Congress toward 
similar commitments in the future. 





Senora de Peron 


exerts an influence 


in Argentina second only to President 


BUENOS AIRES 

UBURN-HAIRED Senora Maria Eva 

Duarte de Peron, attractive 30-year- 
old wite of Argentina's President, in- 
creasingly shares the limelight with her 
husband. And her visit to Franco's Spain 
has stirred up fresh interest in every- 
thing she does. 

The former radio and movie actress 
already gets nearly as many headlines 
as the President. Her photographs adorn 
the newspapers several times a day. She 
speaks at union meetings, visits factories, 
delivers fireside chats on nation-wide 
hookups, campaigns against high prices. 

Through her offices atop the Central 
Post-Otfice building or in the Secretariat 
of Labor in Buenos Aires pass a steady 
stream of Cabinet members, politicians, 
office holders, job-seekers and just peo- 
ple in trouble who are looking for advice, 
food, clothes or money. 

Some observers believe that Senora 
de Peroén wields as much power as her 
husband. They say even Cabinet min- 
isters take her advice, and that she dis- 
penses patronage and makes her opinion 
felt on legislation as strongly as anyone 
in Argentina. 

Nobody denies that the First Lady 
takes a great personal interest in the 
President’s work and that he values her 
advice—perhaps above that of any other 
single individual. She herself says: “I 
have three loves—the fatherland, the 
descamisados and Peron.” 

It was inevitable that she should be 
compared to Mrs. Eleanor Roose- 
velt. The newspaper Democracia, 
which she owns, ran a full-page 
smread woth parallel pictures of 
Mrs. Roosevelt and Senora de 
Peron, cailing attention to the 
similarity. 

Argentina not long ago was a 
country where women were to 
be seen or heard infrequently. 










But Eva Duarte de Peron broke with tra- 
dition and gave impulse to a feminist 
movement in the social life of her coun- 
try whose ultimate end is not yet fore- 
seeable. One certain result will be the 
granting of the vote to women. Senora 
de Peron has visited Congress personally 
to talk to Senators and Deputies on 
political rights for women. 

Senora de Peron goes everywhere with 
her husband—often even to official busi- 
ness appointments. Some say she would 
like to run for Deputy or Senator. Others 
think she is slated to be Secretary of 
Labor and Social Welfare, the post from 
which her husband rose to power. Her 
popularity with labor classes is tremen- 
dous. She receives ovations at workers’ 
miass meetings as great as those tendered 
the President. 

When a friend jokingly remarked to 
her that she would make a good Presi- 
dent, she shrugged off the compliment 
with a smile. In political circles, she is 
known as La Presidenta. But Senora 
de Peron denies political ambitions. She 
claims only the modest role of wife and 
helper of General Peron and says her 
work is confined mainly to social wel- 
fare and help for the poor. She is active 
in supporting maternity homes, orphan- 
ages, child welfare centers, distribution 
of food, clothing, medicine, toys. Of her 
offices in Government buildings—which 
opposition Deputies have criticized on 
the floor of Congress—Senora de Peron 
says: “Interpreting the wishes of the 
General, I am in the Post Office in 
order to learn about the problems 
of the people, and to transmit to 
him the worries of the working 
class.” 

Maria Eva Duarte de Peron 
was born in Junin in 1916. Her 
father, Juan Duarte, died when 
she was very young and left a 
family of five children. One of 
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her sisters is married to Buenos Aires’ 
Minister of Government and another to 
a Senator. Her brother, Juan Duarte, 
is the President’s private secretary. 

At 20—an attractive dark-haired, dark- 
eyed, olive-skinned girl—Eva Duarte 
dreamed of becoming a great actress 
and went to Buenos Aires. She was just 
another young unknown working her 
way up through minor roles in radio and 
the theater for several years. Her real 
career began after June 4, 1943, the date 
of the military revolution. Soon the air 
waves began to buzz with a new discov- 
ery—Eva Duarte’s Radio-Theater Com- 
edy Company. 

In December 1943, she met Col. Juan 
D. Peron, then an under secretary in the 
War Ministry. Since that day, they have 
been almost inseparable. 

In those earlier days, the Colonel 
lived in a modest five-room apartment in 
the fashionable North District of Buenos 
Aires. Eva Duarte had an apartment in 
the same building. She became Senvura 
de Peron on Oct. 22, 1945. The date 
is significant. On October 9, Peron 
was forced to resign his Government 
posts. On October 12, he was arrest- 
ed and imprisoned on Martin Garcia 
Island. On October 17, Peron’s follow- 
ers held demonstrations demanding his 
release, and that midnight Peron re- 
turned to power. 

Peron’s momentary fall trom power 
served to demonstrate which of his 
friends were loyal. Eva Duarte was fore- 
most among those who remained loval 
and devoted. A tew days later, they were 
married in a civil ceremony in Junin, 
and a month later had a church wedding 
in La Plata. Peron is deeply devoted to 
his attractive wife. Most Argentines like 
their romance. They admire the couple 
because they seem to have the “common 
touch.” 

Some gossips whispered that aristo 
cratic Argentine society would snub the 
President's actress wife, but there has 
been no snub. She is not popular in cet 
tain blue-blooded circles, nor even 
among many military people, but she is 
adored by the descamisados, 
“shirtless When high — society 
frowned on her, she turned to popular 
activities. 

Now, wherever Senora de Peron goes, 
Argentine working women flock around 
her to admire her clothes and jewels. 
Many gifts have been expressions of 
gratitude and admiration by diplomats 
or political acquaintances. Her lavish fur 
coats draw sighs of envy from Argentine 
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women. Some _ criticized her costly 
clothes, but she was astute enough to 
turn it to advantage. 

Once, while visiting a factory in Bue- 
nos Aires, she told admiring working 
girls: “You too will all have clothes like 
these some day. Don’t think I like to 
wear these fur coats. I would like to wear 
clothes like yours. But I only wear these 
things because my position requires it. 
Some day you will be able to sit at the 
Colon Opera next to any rich woman on 
a basis of complete equality. What we 
are fighting for is to destroy the inequal- 
ity between you and the wives of your 
bosses. You are as good as they are.” 

Senora de Peron lives as active a lite 
as her husband. Up at dawn with the 
President, she is often at her office by 
7 a.m. as is General Peron. She visits 
factories, schools, nursing homes, union 
meetings. 

At home she likes to assume the role 
of simple housewife, often preparing the 
traditional asado (roast) of the Argen- 
tine for her husband. From time to time, 
they go to boxing matches, basketball 
or football games together. 


The Senora says of her 
husband, “I am always at 
his side.” This close rela- 
tionship has sometimes dis- 
pleased Army officers bred 
in the tradition that women 
should not accompany their 
men in high places. When 
the Argentine Army went on 
maneuvers in Entre Rios 
Province, the only woman 
who went along was Senora 
de Peron, in white slacks, red 
sport jacket and with a ker- 
chief over her head. 

Newspapers favorable to 
the Peron regime sometimes 
refer to her as La Dama de 
Esperanza (the Lady of 
Good Hope). They point to 
her rise from humble origin 
to First Lady of the land 

Senora de Peron is to play 
an increasingly important role 
in her greatest drama—expanding the in- 
fluence of her husband and of the coun- 
try she calls “an oasis of liberty and love 
in this grieving world.” B. S. R. 


Newspapers mushroom all over Italy, 
but readers get their news in driblets 


ROME 

TALIANS are being deluged with “news” 

from a hundred directions but, as a 
result of economic conditions, it is hitting 
them in small daily driblets. Daily and 
weekly newspapers, which started mush- 
rooming all over Italy at the war's end, 
still pop up sporadically on newsstands. 
There is no censorship (a far cry from 
the days of Mussolini) and anybody with 
the cash and no delinquency record can 
start a newspaper. 

Since August 1944 more than 15,000 
applications for all types of publications 
have been approved. Only a fraction of 
them remain in the field, the others hav- 
ing tolded because of adverse election 
results. lack of funds, lack of readers, 
and generally bad economic conditions. 

The flood of newspapers resulted from 
a number of reasons. 
Reaction against 20 
vears of Fascist cen- 
sorship was the big- 
factor. Political 
papers, many of which 
had been printing 
clandestinely, | came 
out in the open. Eco- 
nomic tabloids were 
established in re- 
sponse to an increased 
interest in finance and 
economy resulting 
from Italy's desperate 
economic situation. 
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Dozens of new crime and adventure 
magazines sprang up to provide an outlet 
for Italian youth. The “American influ- 
ence’ produced a number of comic strips 
and movie and mystery magazines. Re- 
ligious publications doubled, a manitesta- 
tion of the Catholic Church's attempt to 
combat a wave of anticlericalism. 

Then there have been a number of 
splits in parties and groups—and every 
time they split the “rebels” started their 
own newspaper. 

This growth occurred in spite of the 
newsprint shortage which has compelled 
the Government to restrict all newspa- 
pers to two pages a day except for one 
four-page issue each week. As an ex- 
ample of the way they have tried to get 
newsprint, one arrangement made called 
for Italy to export typewriters to Switz- 
erland, to be paid for 
in Sweden, with the 
Swedes in turn pay- 
ing with newsprint. 

Newspapers are al- 
lotted newsprint ac- 
cording to their circu- 
lation estimates, the 
exact amount being 
set by a commission. 
Often a newspaper dis- 
covers it has been un- 
able to get the circu- 
lation it expected (and 
had reported) and ends 
up with a surplus of 





newsprint. The surplus fre- 
quently is sold to another paper 
at black market prices (more 
than double the original cost). 
At one time the bizarre situa- 
tion existed where L’Unita, 
the Communist organ, was 
buving newsprint trom Os- 
servatore Romano, © official 
Vatican newspaper. On an 
other occasion L’' Unita sold 
paper to Uomo Qualunque. 
extreme rightist paper. 

There is little advertising 
in Italian newspapers, large 
lv because of lack of space. 
Dailies have a short column 
or two otf classified ads, plus 
a list of movie programs. 

Most of the space is de 
voted to domestic and politi 
cal news. Foreign news is not 
given thorough coverage un 
less it concerns Italy directly. 
Objective news reporting hardly exists 
except in the economic tabloids. An 
Italian journalist considers it his duty 
to study the news and present his con 
clusions to his public. Readers are aware 
that thev are reading an opinion and not 
straight news. 

Intormation hinted at in headlines 
is seldom to be found until vou read 
way down the column—sometimes so fai 
down that it risks being omitted by the 
makeup man. Since there is no censor 
ship in Italy, all reporters and editors 
have a field day and many use thei 
columns to air old and new political 
feuds. Hardly a day goes by but what 
some journalist or political figure writes 
something that prompts a challenge to 
a duel. The controversies are generall\ 
settled without recourse to pistols o 
swords, 

Most of the newspapers which flour- 
ished under Fascist rule are being pub- 
lished again, generally with “New” add- 
ed to the newspaper's old name. Others 
have been established by new _ political 
parties that have sprung up, and a few 
by independents. The independent news- 
papers now have a slight edge on the 
party organs. The Italians are getting 
rather tired of the hackneyed “party line” 
of the political press. Although most of 
the independent papers have a definite 
trend to the right, they at least make a 
show of objectivity. Among the leading 
newspapers is Messaggero. 

Newsstands are dotted throughout 
Italian cities and villages. Only the noon 
editions are sold on the streets. There are 
three editions: the first, the ultima (or 
last edition) and the ultimissima (the 
very last edition). The newsboys yell a 
mumbo-jumbo, allowing only a_ few 
choice words to be recognized—“Crisis,” 
“Dangerous” or “Imminent Catastrophe.” 
But, on buying a paper, you find that 
the days news is just the same old 
stuff, 
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U. S. ROLE IN REVIVING EUROPE 





Secretary Marshall cites need for more help to prevent demoralization 


(Speech by George C. Marshall, U.S. Secretary of 
State, at Harvard University, June 5, 1947) 


-NEED NOT tell you gentlemen that the world situation is 
| very serious. That must be apparent to all intelligent 
people. I think one difficulty is that the problem is one of 
such enormous complexity that the very mass of facts pre- 
sented to the public by press and radio make it exceedingly 
difficult for the man in the street to reach a clear appraise- 
ment of the situation. Furthermore, the people of this country 
are distant from the troubled areas of the earth, and it is 
hard for them to comprehend the plight and consequent 
reactions of the long-suffering peoples, and the effect of 
those reactions on their governments in connection with our 
efforts to promote peace in the world. 

In considering the requirements for the rehabilitation of 
Europe, the physical loss of lite, the visible destruction of 
cities, factories, mines and railroads was correctly estimated, 
but it has become obvious during recent months that this 
visible destruction was probably less serious than the disloca- 
tion of the entire fabric of European economy. For the past 
10 years conditions have been highly abnormal. The feverish 
preparation for war and the more feverish maintenance of the 
war effort engulfed all aspects of national economies. Ma- 
chinery has fallen into disrepair or is entirely obsolete. Under 
the arbitrary and destructive Nazi rule, virtually every pos- 
sible enterprise was geared into the German war machine. 
Long-standing commercial ties, private institutions, banks, 
insurance companies and shipping companies disappeared 
through loss of capital, absorption through nationalization 
or by simple destruction. In many countries, confidence in 
the local currency has been severely shaken. The breakdown 
of the business structure of Europe during the war was com- 
plete. Recovery has been seriously retarded by the fact that, 
two years after the close of hostilities, a peace settlement with 
Germany and Austria has not been agreed upon. But even 
given a more prompt solution of these difficult problems, the 
rehabilitation of the economic structure of Europe quite 
evidently will require a much longer time and greater effort 
than had been foreseen. 

There is a phase of this matter which is both interesting 
and serious. The farmer has always produced the foodstufts 
to exchange with the city dweller for the other necessities 
of life. This division of labor is the basis of modern civiliza- 
tion. At the present time it is threatened with breakdown. 
The town and city industries are not producing adequate 
goods to exchange with the food-producing farmer. Raw 
materials and fuel are in short supply. Machinery is lacking 
or worn out. The farmer or the peasant cannot find the 
goods for sale which he desires to purchase. So the sale of his 
farm produce for money which he cannot use seems to him 
an unprofitable transaction. He, therefore, has withdrawn 
many fields from crop cultivation and is using them for graz- 
ing. He feeds more grain to stock and finds for himself and 
his family an ample supply of food, however short he may 
be on clothing and the other ordinary gadgets of civilization. 
Meanwhile, people in the cities are short of food and fuel. 
So the governments are forced to use their foreign money 


and credits to procure th. .e necessities abroad. This process 
exhausts funds which are urgently needed for reconstruction. 
Thus a very serious situation is rapidly developing which 
bodes no good for the world. The modern system of the 
division of labor upon which the exchange of products is 
based is in dange. of breaking down. 

The truth of the matter is that Europe’s requirements for 
the next three or four years of foreign food and other essen- 
tial products—principally from America—are so much greater 
than her present ability to pay that she must have substantial 
additional help, or face economic, social and _ political 
deterioration of a very grave character. 

The remedy lies in breaking the vicious circle and restor- 
ing the confidence of the European people in the economic 
future of their own countries and of Europe as a whole. The 
manufacturer and the farmer throughout wide areas must be 
able and willing to exchange their products for currencies 
the continuing value of which is not open to question. 

Aside from the demoralizing effect on the world at large 
and the possibilities of disturbances arising as a result of 
the desperation of the people concerned, the consequences 
to the economy of the United States should be apparent to ~ 
all. It is logical that the United States should do whatever 
it is able to do to assist in the return of normal economic 
health in the world, without which there can be no political 
stability and no assured peace. Our policy is directed not 
against any country or doctrine but against hunger, poverty, 
desperation and chaos. Its purpose should be the revival of 
a working economy in the world so as to permit the emergence 
of political and social conditions in which free institutions 
can exist. Such assistance, I am convinced, must not be on 
a piecemeal basis as various crises develop. Any assistance 
that this Government may render in the future should provide 
a cure rather than a mere palliative. Any government that is 
willing to assist in the task of recovery will find full co- 
operation, | am sure, on the part of the United States Gov- 
ernment. Any government which maneuvers to block the 
recovery of other countries cannot expect help from us. 
Furthermore, governments, political parties or groups which 
seek to perpetuate human misery in order to profit therefrom 
politically or otherwise will encounter the opposition of the 
United States. : 

It is already evident that, before the United States Govern- 
ment can proceed much further in its efforts to alleviate the 
situation and help start the European world on its way to 
recovery, there must be some agreement among the countries 
of Europe as to the requirements of the situation and the part 
those countries themselves will take in order to give proper 
effect to whatever action might be undertaken by this Gov- 
ernment. It will be neither fitting nor efficacious for this 
Government to undertake to draw up unilaterally a program 
designed to place Europe on its feet economically. This is 
the business of the Europeans. The initiative, I think, must 
come from Europe. The role of this country should consist 
of friendly aid in the drafting of a European program and 
ot later support of such a program so far as it may be practical 
for us to do so. The program should be a joint one, agreed to 
by a number, if not all, European nations. 
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An essential part of any successful action on the part of 
the United States is an understanding on the part of the 
people of America of the character of the problem and the 
remedies to be applied. Political passion and prejudice should 


have no part. With foresight and a willingness on the part 
of our people to face up to the vast responsibility which 
history has clearly placed upon our country, the difficulties I 
have outlined can and will be overcome. 








BRITISH PLAN FOR SELF-RULE IN INDIA 


Prime Minister Attlee and Viscount Mountbatten outline proposal 


(Great Britain has announced a plan for Indian self- 
rule which will divide the country into areas governed 
by Hindus and Moslems but provides for their exercising 
the option to remain as a part of the British Common- 
wealth of Nations. WORLD REPORT here publishes the 
statement outlining the plan made by Prime Minister 
Clement R. Attlee in London, June 3, 1947, and excerpts 
from a broadcast made by Viscount Mountbatten, Vice- 
roy of India.) 


By Clement R. Attlee 


British Prime Minister 


] DESIRE to make an important statement on India policy. A 

similar statement is being made at the same time in the 
House of Lords and by the Viceroy in New Delhi. The state- 
ment, in the form of a White Paper, will be available this 
afternoon. 

[ am glad to inform the House that the plan contained in 
the announcement which I am about to make, including the 
offer of dominion status to one or two successor authorities, 
has been favorably received by all three parties represented 
at the conferences held by the Viceroy with Indian leaders 
during the past two days. 

Before making the statement, I would like to express the 
gratitude and appreciation of the British Government of the 
great services which the Viceroy has rendered. 

(1) On Feb. 20, 1947, His Majesty's Government an- 
nounced their intention of transferring power in British India 
to Indian hands by June 1948. His Majesty's Government had 
hoped that it would be possible for the major parties to co- 
operate in the working out of the Cabinet mission’s plan of 
May 16, 1946, and evolve for India a Constitution acceptable 
to all concerned. This hope has not been fulfilled. 

(2) The majority of the representatives of the provinces of 
Madras, Bombay, United Provinces, Bihar, Central Provinces 
and Berar, Assam, Orissa and the North-West Frontier Prov- 
ince, and the representatives of Delhi, Ajimer-Merwara and 
~Corg have already made progress in the task of evolving a new 
constitution. On the other hand, the Moslem League Party, 
including in it a majority of representatives of Bengal, the 
Punjab and Sind, as also the representative of British Balu- 
chistan, has decided not to participate in the Constituent 
Assembly. 

(3) It has always been the desire of His Majesty's Govern- 
ment that power should be transferred in accordance with the 
wishes of the Indian people themselves. This task would have 
been greatly facilitated if there had been agreement among 
the Indian political parties. In the absence of such an agree- 
ment, the task of devising a method by which the wishes of 
the Indian people can be ascertained has devolved on” His 
Majesty's Government. After full consultation with political 
leaders in India, His Majesty’s Government have decided to 
adopt for this purpose the plan set out below. 

His Majesty’s Government wish to make it clear that they 
have no intention of attempting to frame any ultimate con- 
stitution for India; this is a matter for the Indians themselves. 
Nor is there anything in this plan to preclude negotiations be- 
tween communities for a united India. 
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(4) It is not the intention of His Majesty's Government to 
interrupt the work of the existing Constituent Assembly. Now 
that provision is made for certain provinces specified below, 
His Majesty's Government trust that as a consequence of this 
announcement the Moslem League representatives of those 
provinces, a majority of whose representatives are already 
participating in it, will now take their due share in its labors. 

At the same time, it is clear that any constitution framed 
by this Assembly cannot apply to those parts of the country 
which are unwilling to accept it. His Majesty's Government 
are satisfied that the procedure outlined below embodies the 
best practical method of ascertaining the wishes of the people 
of such areas on the issue whether their constitution is to be 
framed: 

a. In the existing Constituent Assembly; or 

b. In a new and separate Constituent Assembly consisting 
of the representatives of those areas which decide not to par- 
ticipate in the existing Constituent Assembly. 

When this has been done, it will be possible to determine 
authority or authorities to whom power should be transferred. 

(5) The provincial legislative assemblies of Bengal and 
the Punjab (excluding the European members) will therefore 
each be asked to meet in two parts, one representing the 
Moslem majority districts and the other the rest of the prov- 
ince. For the purpose of determining the population of dis- 
tricts, the 1941 census figures will be taken as authoritative. 
The Moslem majority districts in these two provinces are set 
out in the Appendix to this announcement. 

(6) The members of the two parts of each legislative as- 
sembly, sitting separately, will be empowered to vote whether 
or not the province should be partitioned. If a simple majority 
of either part decides in favor of partition, division will take 
place and arrangements will be made accordingly. 

(7) Before the question as to the partition is decided, it is 
desirable that the representatives of each part should know in 
advance which Constituent Assembly the province as a whole 
would join in the event of the two parts subsequently decid- 
ing to remain united. 

Therefore, if any member of either legislative assembly so 
demands, there shall be held a meeting of all members of the 
legislative assembly (other than Europeans) at which a deci- 
sion will be taken on the issue as to which Constituent As- 
sembly the province as a whole would join if it were decided 
by the two parts to remain united. 

(8) In the event of partition being decided upon, each 
part of the legislative assembly will, on behalf of the areas 
they represent, decide which of the alternatives in Paragraph 
4 above to adopt. 

(9) For the immediate purpose of deciding on the issue 
of partition, the members of the legislative assemblies of 
Bengal and the Punjab will sit in two parts according to 
Moslem majority districts (as laid down in the Appendix) and 
non-Moslem majority districts. This is only a preliminary step 
of a purely temporary nature, as it is evident that for the pur- 
poses of final partition of these provinces a detailed investiga- 
tion of boundary questions will be needed; and, as soon as a 
decision involving partition has been taken for either province, 
a boundary commission will be set up by the Governor- 
General, the membership and terms of reference of which will 
be settled in consultation with those concerned. It will be 


instructed to demarcate the boundaries of the two parts of 
the Punjab on the basis of ascertaining the contiguous ma- 
jority areas of Moslems and non-Moslems. It will also be in- 
structed to take into account other factors. Similar instructions 
will be given to the Bengal boundary commission. Until the 
report of a boundary commission has been put into effect, the 
provincial boundaries indicated in the Appendix will be used. 

(10) The Legislative Assembly of Sid (excluding the Eu- 
ropean members) will at a special meeting also take its own 
decision on the alternatives in Paragraph 4 above. 

(11) The position of the North-West Frontier Province is 
exceptional. Two of the three representatives of this Province 
are already participating in the existing Constituent Assembly. 
But it is clear, in view of its geographical situation, and other 
consideration, that if the whole or any part of the Punjab 
decides not to join the existing Constituent Assembly, it will 
be necessary to give the North-West Frontier Province an op- 
portunity to reconsider its position. Accordingly, in such an 
event, a referendum will be made to the electors of the 
present Legislative Assembly in the North-West Frontier 
Province to choose which of the alternatives mentioned in 
Paragraph 4 above they wish to adopt. The referendum will 
be held under the aegis of the Governor-General and in con- 
sultation with the Provincial Government. 

(12) British Baluchistan has elected a member but has not 
taken its seat in the existing Constituent Assembly. In view of 
its geographical situation, this Province will also be given an 
opportunity to reconsider its position and to choose which of 
the alternatives in Paragraph 4 above to adopt. His Excellency 
the Governor-General is examining how this can most ap- 
propriately be done. 

(13) Though Assam is predominately a non-Moslem 
province, the District of Sylhet, which is contiguous to Bengal, 
is predominately Moslem. There has been a demand that, in 
the event of the partition of Bengal, Sylhet should be amal- 
gamated with the Moslem part of Bengal. Accordingly, if it is 
decided that Bengal should be partitioned, a referendum will 
be held in Sylhet District, under the aegis of the Governor- 
General and in consultation with the Assam Provincial Gov- 
ernment, to decide whether the District of Sylhet should con- 
tinue to form part of the Assam Province or should be amalga- 
mated with the new province of Eastern Bengal, if that Prov- 
ince agrees. If the referendum results in favor of amalgama- 
tion with Eastern Bengal, a boundary commission with terms 
of reference similar to those for the Punjab and Bengal will be 
set up to demarcate the Moslem majority areas of Sylhet Dis- 
trict and contiguous Moslem majority areas of adjoining Dis- 
tricts, which will then be transferred to Eastern Bengal. The 
rest of the Assam Province will, in any case, continue to par- 
ticipate in the proceedings of the existing Constituent 
Assembly. 

(14) If it is decided that Bengal and the Punjab should be 
partitioned, it will be necessary to hold fresh elections to 
choose their representatives on the scale of one for every 
million of population according to the principle contained in 
the Cabinet mission’s plan of May 16, 1946. Similar elections 
will also have to be held for Sylhet in the event of its being 
decided that this District should form part of East Bengal. 
The number of representatives to which each area would be 
entitled is as follows: 

Province. 


Sylhet District ] 2 0) 3 
West Bengal 15 4 0 19 
East Bengal 12 29 0 41 
West Punjab 3 12 2 17 
East Punjab 6 4 2 12 


(15) In accordance with the mandates given to them, the 
representatives of the various areas will either join the existing 
Constituent Assembly or form a new Constituent Assembly. 

(16) Negotiations will have to be initiated as soon as pos- 
sible on administrative consequences of any partition that may 
have been decided upon: 


General. Moslems. Sikhs. Total. 


a. Between the representatives of the respective successor 
authorities about all subjects now dealt with by the Central 
Government, including defense, finance and communications. 

b. Between different successor authorities and His Majesty's 
Government on treaties in regard to matters arising out of the 
transfer of power. 

c. In the case of provinces that may be partitioned, as to 
administration of all provincial subjects such as the division of 
assets and liabilities, the police and other services, the high 
courts, Provincial institutions, etc. 

(17) Agreements with tribes of the northwest frontier of 
India will have to be negotiated by the appropriate successor 
authority. 

(18) His Majesty’s Government wish to make it clear that 
the decisions announced above relate only to British India 
and that their policy toward the Indian states contained in the 
Cabinet mission memorandum of May 12, 1946, remains un- 
changed. 

(19) In order that the successor authorities may have time 
to prepare themselves to take over power, it is important 
that all of the above processes should be completed as 
quickly as possible. To avoid delay, the different provinces 
or parts of provinces will proceed independently, as far as 
practicable within the conditions of this plan, the existing 
Constituent Assembly and the new Constituent Assembly 
(if formed) will proceed to frame constitutions for their re- 
spective territories; they will, of course, be free to frame 
their own rules. 

(20) The major political parties have repeatedly empha- 
sized their desire that there should be the earliest possible 
transfer of power in India. With this desire, His Majesty's 
Government are in full sympathy, and they are willing to 
anticipate the date of June 1948 for the handing over of 
power by the setting up of an independent Indian government 
or governments at an even earlier date. Accordingly, as the 
most expeditious, and indeed the only practicable, way of 
meeting this desire His Majesty's Government propose to in- 
troduce legislation during the current session for the transfer 
of power this year on a dominion status basis to one or two 
successor authorities according to the decisions taken as a re- 
sult of this announcement. This will be without prejudice to 
the right of Indian constituent assemblies to decide in due 
course, whether or not the part of India in respect of which 
they have authority will remain within the British Common- 
wealth. 

(21) His Excellency the Governor-General will, from time 
to time, make such further announcements as may be neces- 
sary in regard to procedure or any other matters for carrying 
out the above arrangements. 


Appendix 


Moslem majority districts of Bengal and the Punjab accord- 
ing to the 1941 census: 

Bengal—Chittagong Division: Chittagong, Noakhali, Tip- 
pera; Dacca Division: Bakarganj, Dacca, Faridpur, Mymen- 
singh; Presidency Division: Jessor, Murshidabad, Nadia; 
Rajshahi Division: Bogra, Dinajpur, Malda, Pabna, Rajshahi, 
Rangpur. 

Punjab—Lahore Division: Gujranwala, Gurdaspur, Lahore, 
Sheikhupura, Sialkot; Rawalpindi Division: Attock, Gujrat, 
Jhelum, Mianwali, Rawalpindi, Shahpur; Multan Division: 
Dera Chazi Khan, Jhang, Lyallpur, Montgomery, Multan, 
Muza-Fargarh. 


By Viscount Mountbatten 
Viceroy of India 


With a reasonable measure of good will between the com- 
munities, a unified India would have been the best solution. 
It is regrettable that it has been impossible to attain agreement 
on any plan preserving unity. 
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But there can be no question of coercing any large areas in 
which one community has a majority to live against their will 
under a government in which another community has the 
majority—and the only alternative to coercion is partition. 

But when the Moslem League demanded the partition of 
India, the Congress Party used the same arguments for de- 
manding in that event the partition of certain provinces. To 
my mind, this argument is unassailable. And so I felt it was 
essential that the people of India themselves should decide 
this question of partition. 

The procedure for enabling them to decide for themselves 
whether they want the British to hand over power to one or 
two governments is set up in the statement which will be read 
to you. 

The whole plan may not be perfect; but like all plans its 
success will depend on the spirit of good will with which it is 
carried out. I have always felt that, once it was decided in 
what way to transfer power, the transfer should take place 
at the earliest possible moment. But the dilemma was that if 


we waited until a constitutional setup for all India was agreed, 
we should have to wait a long time, particularly if partition 
were decided: upon. 

The solution to this dilemma which I put forward is that 
His Majesty’s Government should transfer power now to one 
or two governments of British India, each having dominion 
status, as soon as the necessary arrangements can be made. 
This, I hope, will be within the next few months. 

I am glad to announce that His Majesty’s Government have 
accepted this proposal and are already having legislation pre- 
pared for introduction in Parliament this session. 

I wish to emphasize that this legislation will not impose any 
restriction on the power of India as a whole or of the two new 
states if there is partition, to decide in the future their rela- 
tionship to each other and to the other member states of the 
British Commonwealth. 

Thus the way is now open to an arrangement by which 
power can be transferred many months earlier than the most 
optimistic of us thought possible. 





BI-ZONAL REORGANIZATION FOR GERMANY 


(Text of the agreement for reorganization of the bi- 
zonal economic agencies of the United States and British 
zones of Germany, approved at Berlin on May 29 by 
Gen. Lucius D. Clay, U.S. Military Governor of Ger- 
many, and Lieut. Gen. Sir Brian H. Robertson, Deputy 
Military Governor (British Element), made public by the 
U.S. War Department, June 6, 1947.) 


tent the creation of administration and governmental 
institutions for Germany as a whole, and in order to fa- 
cilitate the solution of pressing economic problems and the 
reconstruction of economic life by popularly controlled Ger- 
man agencies operating under broad responsibilities, the mili- 
tary governments of the British and U.S. zones have agreed 
to a bi-zonal reorganization for the purpose only of a more 
complete economic integration under the following plan, 
which will be implemented by military government proclama- 
tion or by military government ordinance published simultane- 
ously in the two zones, 


General Principles 


(1) A body known as the Economic Council shall be 
selected by the Landtag of the various Lander. 

(2) A full-time co-ordinating and executive body known 
as the Executive Committee shall also be established. Its 
function and relationship to the Economic Council are de- 
fined below. 

(3) The administration of the several bi-zonal departments 
shall be entrusted to executive directors responsible to the 
Economic Council and under the immediate supervision of 
the Executive Committee as defined below. 

(4) Maximum responsibility for the conduct of bi-zonal 
functions shall be delegated by military government to Ger- 
man agencies with due regard to the principle of decentraliza- 
tion of administration. 

(5) Decisions of the Economic Council and the Executive 
Committee shall be taken by majority vote. 


Organization and Functions 
1. Economic Council 

A. Composition: Representatives numbering about 54 to be 
chosen: 

(1) By the Landtag, and if members thereof, to resign to 
serve 

(2) One for each 750,000 population or part thereof in 
excess of 375,000, but not less than one per Land. 

(3) In proportion to the division of political opinion in the 
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Land as shown by the popular vote in the most recent Land- 
wide elections. 

B. Functions: 

(1) To direct the permissible economic reconstruction 
of the two zones subject to the approval of the bipartite 
board. 

(2) To adopt and promulgate ordinances on the adminis- 
tration of railways, maritime ports, and coastal shipping, in- 
land water transport, interland inland waterways and commu- 
nications and postal services; to adopt and promulgate ordi- 
nances dealing with matters of general policy affecting more 
than one Land with respect to interland highways and high- 
way transport; production, allocation and distribution of 
goods, raw materials, gas, water and electricity; foreign and 
internal trade; price formation and price control; production, 
importation, collection, allocation and distribution of food; 
public finance, currency, credit, banking and property control; 
civil service management of bi-zonal department personnel, 
and such other functions as may trom time to time be deter- 
mined by the bipartite board. Such ordinances are subject to 
the approval of the bipartite board. The approval of the 
board to each ordinance shall be indicated by an indorsement 
stating that it has received such approval under the terms 
of the paragraph of the military government proclamation or 
military government ordinance by which the Council is given 
its powers. Except where these Economic Council ordinances 
with bipartite board approval specifically reserve to the 
Economic Council or delegate to the Executive Committee or 
executive directors the power to issue implementing regula- 
tions pursuant to the ordinances, the Lander shall promptly 
implement the ordinances. | 

(3) To adopt and promulgate, subject to approval as set 
forth in Paragraph 2 above, ordinances allocating to the 
Economic Council, the Executive Committee, or the execu- 
tive directors, the power to issue implementing regulations 
under specific existing legislation which is within the fields 
referred to in Paragraph 2 above. 

(4) To delegate such of its powers as may be deemed 

appropriate to the Executive Committee, except for the power 
to adopt and promulgate ordinances set forth in Paragraph 
above and the power of appointment set forth in Paragraph 
below. 
(5) To appoint, from nominations made by the Executive 
Committee, and to remove, upon its own motion, the execu- 
tive directors. To define the functions of the executive direc- 
tors and their relations to the Economic Council, the Execu- 
tive Committee and the Ldnder. 

(6) To consider and pass the annual estimates of revenue 


Ut to 


and expenditure of the Council and of its departments. 
(Note: It is understood this does not settle the issue Yegard- 


ing central taxation. It does not settle the problem of social 
insurance. ) 


ll. Executive Committee 


A. Composition: One representative from each Land ap- 
pointed by the Land government who will serve on a full- 
time basis. Members of the Executive Committee shall attend 
all meetings of the Economic Council as nonvoting members. 

B. Functions: 

(1) To propose, make recommendations on ordinances for 
adoption by the Economic Council. 

(2) To issue implementing regulations within the scope of 
the authority delegated to the Executive Committee by the 
Economic Council. 

(3) To co-ordinate and supervise the execution of ordi- 
nances and implementing regulations by the executive direc- 
tors in accordance with policies adopted by the Economic 
Council. 


lll. Executive Directors 


A. Selection: Each bi-zonal department will be headed by 
an executive director selected from nominations by the Execu- 
tive Committee and appointed and removed by the Economic 
Council. The directors will operate under the immediate 
supervision of the Executive Committee, but will have general 
responsibility to the Economic Council. 

B. Functions: 

(1) In accordance with policies adopted by the Economic 
Council, and under the supervision of the Executive, Com- 
mittee, the executive directors will direct the operation of 
their respective departments. 

(2) The executive directors may issue implementing regu- 
lations. 

(3) The executive directors shall be the chief accounting 
officers for their own departments and, subject to such 
instructions and such central financial controls as may be 
approved by the Economic Council, the financial and account- 
ing operations of the agencies shall be under their general 
management and supervision. 


Decentralization of Administration 


In accordance with the principle of decentralization of 
administration, maximum use will be made of Land govern- 
ments in the performance of bi-zonal functions and in the 
issuance of appropriate orders and instructions carrying out 
the ordinances of the Economic Council as supplemented by 
the implementing regulations. 

Except for those functions which are not under Land 


administration but which are under the direct administration 
of bi-zonal offices in accordance with approved ordinances 
of the Economic Council, the ordinances of the Economic 
Council as supplemented by the implementing regulations 
are binding upon the Lander and must be promptly executed 
by them. 


Transitional Provisions 


The abolition of the bi-zonal executive joint committees 
and the transfer of their functions in whole or in part to the 
Economic Council, Executive Committee and executive di- 
rectors will be effected by an ordinance adopted by the Eco- 
nomic Council and approved by the bipartite board. Until 
the effective date of this ordinance, the bi-zonal executive 
joint committees shall continue as before. During the interim 
period, they shall exercise their present powers as sup- 
plemented by those set forth in the proposed ordinance 
relating to production, allocation and distribution of goods 
and raw materials. 


Relationships of Bi-zonal Organization 
to Military Government 


The German administrative organization set forth above 
shall be controlled by joint military government agencies 
which shall be given the following titles and functions: 

A. Bipartite Board 

(1) Consisting of the military governors or deputy mili- 
tary governors of the Control Council for Germany (British 
element) and OMGUS. 

(2) Will review and approve ordinances and decisions 
of the Economic Council; issue instructions to the Eco- 
nomic Council and Executive Committee and exercise over-all 
control of the operations of the entire administrative organi- 
zation. 

B. Bipartite Control Office 

(1) Consisting of one British and one U.S. chairman and 
the members of the several bipartite functional -panels noted 
below. 

(2) Will represent the Bipartite Board in the conduct of 
day-to-day administrative control of the Executive Commit- 
tee and, through it, the executive directors. 

(3) Will maintain a joint secretariat and liaison staff as 
the channel of communicaton between military government 
and the Economic Council and its subordinate agencies. 

C. Bipartite Panels 

(1) Consisting of U.S. and British representatives for 
each of the present or subsequently created functions. 

(2) Will observe and review and, through the bipartite 
control office, exercise control of the operation of their re- 
spective departments. 





ALDRICH ON FREE-ENTERPRISE SYSTEM 


(Excerpts from speech by Winthrop W. Aldrich, presi- 
dent of the International Chamber of Commerce, opening 
the eleventh congress of the Chamber at Mont Eux, 
Switzerland, June 2, 1947.) 


OLITICAL FREEDOM insures to the individual complete 
Precuality before the law, the full right to express his per- 
sonal beliefs and convictions, the right to follow his own in- 
tellectual bent, the right to work or not to work, the right to 
move his domicile, and the untrammeled authority to elect 
the officials of government. Political freedom emphasizes the 
inherent dignity of the human being and makes the self-reali- 
zation of the individual the main objective of social endeavor. 

Economic freedom insures to the consumer the right to 
budget his money income, to apportion his income between 





spending and saving and to allocate his spending among the 
various types of consumption goods available for purchase. 
It is these twin freedoms—the one dependent upon the other 
—that have accounted for the intellectual and material progress 
in the free nations of the world. 

Economic progress is not attainable unless full expression is 
given to the dynamic forces and the inventive genius of so- 
ciety. The release of dynamic forces and the stimulation of in- 
ventive genius can take place only in an environment of po- 
litical and economic freedom. 

Political and economic freedom are the essential ingre- 
dients of the free enterprise system. In the early days of the In- 
dustrial Revolution, the economic theory of the free-enterprise 
system was set forth by Adam Smith in his epochal work, 
“The Wealth of Nations.” More than one fourth of this study 
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was devoted to a relentless criticism of 18th century mercan- 
tilism. The mercantilism of that earlier period finds its modern 
counterpart in economic nationalism, which spread with epi- 
demic furor during the great depression and culminated in the 
conditions leading to the Second World War. 

Mercantilism of the 18th century held that individuals ex- 
isted for the state, and that the state must become all-power- 
ful in the control of political and economic affairs. This atti- 
tude of mind has, in the cycle of history, come once again to 
the fore in totalitarian economies and in the doctrines of those 
who advocate planned or directed economies. 

“The obvious and simple system of natural liberty” was 
Smith’s name for the kind of economy that should replace mer- 
cantilistic regulation of international trade, state-subsidized 
monopoly, laws restraining the mobility of labor, and the guild 
control of prices, techniques of production, and entry into oc- 
cupations. In the view of Adam Smith, national welfare was 
not attainable if monopoly profits were realized from the pro- 
duction of restricted quantities of goods and from their sale in 
markets protected by the state. National economic welfare was 
identified with the greatest consumption. This goal was to be 
approached by widening the avenues of trade; by allowing 
consumer preference to influence the quantities, varieties and 
prices of goods produced; and by permitting entrepreneurs 
and workers to choose the most remunerative trades without 
deference to the vested interests of guilds and monopolies. 

Over the past 50 years, the functions of government in mod- 
ern democratic society have experienced great expansion and 
the state exercises many functions not envisaged by Adam 
Smith. Intervention by the state in economic and social life is 
not necessarily contrary to the tenets of economic liberalism. 
It may indeed be required to make a free-market economy 
fully operative and to give the fullest possible protection to th 
human and natural resources of society. : 

Provision of full educational opportunities, the protection 
of workers against occupational hazards, of investors against 
fraud and consumers against deleterious products, and the 
conservation of natural resources are desirable goals of policy 
which underlie state activity in many fields. The control and 
curbing of natural and’ economic monopolies are necessary to 
make the market a truly competitive one and to equalize bar- 
gaining power among various groups in the community. State 
intervention is desirable when it insures that minimum of se- 
curity to individuals, which itself is a condition of independ- 
ence and economic freedom. Advancement by the individual 
above this minimum to a position of prestige and responsibil- 
ity must depend upon his own ability and initiative. 

The economic structure and attitudes of the community 
must provide incentive for maximum individual attainment 
based on maximum economic contribution. The limits of desir- 
able state action in a free-market economy are set by the re- 
quirements that its objective is the welfare of the entire com- 
munity and that the state maintain its independence of any 
pressure or special interest groups. I am sure that Adam Smith 
himself would have fully subscribed to these doctrines, op- 
posed as he was to all those restraints which make for eco- 
nomic monopoly and special privilege. 

The expai ding functions of government in a free-enterprise 
economy, often necessary to restore competitive balance, need 
to be distinguished from the economic controls imposed in a 
totalitarian or in a planned or directed economy. The area of 
private initiative and responsibility is still large. Rules are gen- 
eral and not intended to discriminate among individuals. Con- 
sumer preferences still determine the allocation of productive 
resources. Competitive profits continue to be the test of man- 
agerial efficiency and correct judgment in pricing. Economic 
resources flow to the channels reflecting the most intense mar- 
ket demand of consumers. 

There would be little dispute with the deviations from com- 
plete laissez faire needed to make markets truly competitive, 
to protect natural resources from wasteful depletion and in- 
dividuals from exploitation. But over the past several decades 
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numerous departures from laissez faire have occurred which 
have been completely unjustified and have been of such a 
character as to undermine the free market economy, to destroy 
individual freedom and to check economic progress. 

Instances of undesirable deviations can be cited without 
number. Businessmen have on occasion furthered monopolies 
and cartels in order to fix prices, limit production, allocate 
sales and stifle innovation. Agriculture has frequently de- 
manded immunity from competition by insistence upon price 
fixing, bounties, export subsidies and international commod- 
ity agreements. Labor unions, strong enough to enjoy a mo- 
nopoly position, have prevented the most efficient use of human 
and material resources by restrictive apprenticeship regula- 
tions, by “make work” rules and by other measures to control 
access to the labor market and to limit production. Strongly 
entrenched interests have demanded special protection and 
privilege by tariff legislation and other forms of state interven- 
tion. All of these measures and many others are directed to- 
wards reducing the “risks” of the market. By hamstringing 
economic and personal freedom and by giving rise to insistent 
demand for complete state intervention, they evoke the great- 
er risk of destroying the free enterprise system. 

Fearful of unemployment, society itself may demand that 
the state take action which is inimical to full production and 
which may destroy personal and economic freedom. This 
action may require the state to insulate the domestic economy 
from the allegedly detrimental effects of foreign economic de- 
velopments, to camouflage inflation through continuous use 
of price and rationing controls, and to peg the rate of interest 
and to prevent it from exercising its basic function in the allo- 
cation of investment funds. In consequence, if these processes 
are permitted to continue, the state is drawn into the exercise 
of complete domination over the economic system and resorts 
to controls of such a totalitarian character that individual free- 
dom and initiative are destroyed. Economic progress is re- 
tarded and the dynamic and resilient qualities of free-com- 
petitive enterprise cease to exist. Society has surrendered its 
birthright. 

Full employment may be achieved but it is the specious 
full employment of a police state and not the full employment 
of an expanding economy. The state becomes all-powerful. 
Freedom, which is the basis of economic progress, no longer 
exists. 

Nowhere has state interventionism been more pronounced 
or more detrimental to general welfare than in the field of for- 
eign trade. Such interventionism may have its roots in the po- 
litical power of vested interests or in certain ideological con- 
siderations. By means of exchange controls, tariffs, customs 
formalities, bilateral agreements, import quotas, export sub- 
sidies and a host of other measures, many a modern state has 
tried to influence and control its trade balance. The rationale 
of such measures may be that of protecting home industries, 
of stimulating domestic industrialization, of achieving eco- 
nomic self-sufficiency or of insulating one economy against the 
alleged pernicious practices of another, or, as in the case of 
Hitler Germany, of making use of such devices in order to 
make war. 

Whatever the reasons conjured by its advocates, economic 
nationalism interferes with maximum production and con- 
sumption, involves far-reaching domestic controls and dis- 
criminations among economic groups, leads to trade warfare 
and eventually destroys the basis of peace. Full recognition of 
these consequences has prompted the International Chamber 
from its inception to oppose unreservedly the devices of eco- 
nomic nationalism and to favor the elimination of trade bar- 
riers. 

The International Chamber holds this truth to be self- 
evident: that freedom and economic progress are possible 
only in a regime of free competition in which the allocation of 
resources among various possible uses takes place by a decen- 
tralized pricing system rather than by direction from a central 
planning authority. The interplay of individual economic units 


determines what resources shall be used, what goods shall 
be produced, what methods of production shall be employed, 
and how much of the product shall be distributed to each 
member of the community. The competitive pricing of land, 
labor, materials and equipment serves as a guide to their most 
economic use and as a stimulus for the further development 
and employment of skills. 

International competition is one of the most important as- 
pects of a free-market economy. Only freedom in world trade 
will bring about the most rational use of the economic re- 
sources of all nations and the highest standards of life for all 
peoples. Certain resources-do not and cannot move freely 
across international boundaries. These immobile resources in- 
clude the preculiar geographical endowments of each region 
(its minerals, soil, water and climate), the skills of peoples 
with varied cultural backgrounds, and the quantity and type 
of accumulated capital goods. Not the absolute quantities, but 
the proportions in which different resources are supplied to a 
nation determine the ways in which its people earn a living. 

When freed of nationalistic restraints, international trade 
brings about an optimum utilization of the world’s resources, 
both material and human. Trade is essentially an individual 
endeavor—it calls for initiative, ingenuity, daring and the will- 
ingness to accept risks. It is the free play of these qualities that 
has developed the resources of the world and raised living 
standards. When international trade is state controlled, under 
either the old or the new mercantilism, the vital dynamic fac- 
tors of individual ingenuity and incentive are lost. Trade be- 
comes the object of bureaucratic regulation. Its creative fea- 
tures are attenuated and ultimately lost, and bilateralism is 
substituted for the rich multilateral pattern of treedom in 
trade. Economic progress is stifled and individual liberty de- 
clines. 

Our present problem is to reduce trade barriers and to re- 
store multilateralism in trade. Only if trade barriers, in all of 
their multitudinous forms, are drastically reduced will the 
world’s natural resources be used most productively and the 
world’s raw materials and markets be available to all peoples. 
The return to multilateralism in international trade will also 
bring about the elimination of undesirable domestic deviations 
from a free-market economy. Far-reaching domestic controls 
are incompatible with multilateralism in foreign trade. 

The domestic controls now existing in many nations are a 
heritage of the war. In time of total war, it is to be expected 
that human and natural resources will be directed into the 
channels essential for the winning of the war. Economic con- 
trols are needed to implement the plans of military staffs. The 
goal of all such plans is the preservation of the state—a goal 
which is at once direct and simple and which meets with full 
acceptance. 

The direct and simple goal of state planning in war has no 
counterpart in peace. There is no single, all-embracing goal. 
Consumers have many preferences which find expression in 
the market place in the purchase of goods. These purchases 
establish, in an essentially democratic fashion, the economic 
goals of society and direct human and natural resources into 
desired channels. 

The longer wartime controls continue, the more they be- 
come part of the fabric of economic life and the more difficult 
their eventual elimination. The longer wartime controls per- 
sist, the more insistent is bureaucratic demand that they be 
continued, in order to conceal the inflationary consequences 
of state policy and the defects of state planning. 

However immediately painful the transition from a con- 


trolled to a free market economy, it must be made if consum- - 


ers are to have freedom in expressing their preferences for 
goods and services, if labor productivity and entrepreneurial 
initiative are to be stimulated and if economic progress is to 
be furthered. 

Opponents of the free-market economy declare that only 
far-reaching governmental controls can eliminate cyclical fluc- 
tuations in business activity and employment. They allege that 


the inherent defects of private capitalism subject free-market 
economies to periodic breakdowns. In particular, they point 
to the United States as a notorious example of economic insta- 
bility and affirm that, through either unwillingness or inabil- 
ity to control economic fluctuations, the United States is des- 
tined to experience deep depressions. Therefore, they con- 
clude that the world should not tie itself to an unpredictable 
and fluctuating American economy through such instrumental- 
ities as the International Monetary Fund, the International 
Bank for Reconstruction and Development and the proposed 
International Trade Organization. 

These same opponents of the free-market economy blame 
the depression of 1931 to 1933 on American policy. Blame 
cannot be so narrowly concentrated. The length and severity 
of this depression are, in the main, to be attributed to policies 
of narrow economic nationalism, by which nations attempted 
to insulate their economies against world developments and 
to improve their own position by actions which beggared their 
neighbors. 

The multiplication of trade restrictions, price fixing, cur- 
rency depreciation, gold devaluation and exchange controls 
nullified the free-market economy, intensified the depression 
and undermined the basis of peace. Had the policies of eco- 
nomic liberalism advocated by the International Chamber 
been adopted, the great depression would doubtless have been 
restricted to a corrective recession. 

One must, of course, make a distinction between recession 
and depression. Recessions are to be expected in a dynamic 
economy and represent temporary deviations from rapid up- 
ward growth. Since the end of the war, certain distortions 
have occurred in the price and income structure of the Ameri- 
can economy, which may lead to recession. Recessions which 
correct such distortions are not to be feared. Corrective reces- 
sions of this character are not accompanied by large unem- 
ployment or great deflation. They are necessary to reduce 
costs and prices to a level which permits an economy to func- 
tion to best advantage. Moreover, they serve to increase labor 
productivity and managerial efficiency and lay the basis for 
further improvements in living standards. 

It should always be remembered that it was the dynamic 
qualities in the American industrial system which permitted 
the United States to become the arsenal of democracy during 
the war. It was these qualities that made possible the rapid 
coriversion to war production, that enabled the United States 
to build up huge land and sea armaments, to extend Lend- 
Lease aid to the United Nations and to equip and maintain 
military forces in Europe and Asia. Again, it was these dy- 
namic qualities that permitted the rapid conversion from 
production for war to production for peace. 

Europe does not need to fear that an American postwar 
corrective recession will degenerate into a depression. The 
United States is well aware of its strategic role in the world 
economy, of the need to have an economy free from exag- 
gerated boom and deep depression, of the need to import the 
products of other nations, and of the need to share in the 
economic rehabilitation of the world. 

To adopt state planning and controls in an effort to escape 
recession is to substitute stagnation for progress. The economy 
becomes overburdened by the unproductive labor of a grow- 
ing multitude of government officials and becomes entangled 
in the web of bureaucratic control. 

The International Chamber stands for a free-market econ- 
omy both internationally and domestically and wil! continue 
to oppose the mercantilism of the modern age, just as Adam 
Smith struggled against its prototype of the 18th century. To 
this end, it gives its full support to all efforts to restore multi- 
lateralism in trade and to eliminate the repressive domestic 
economic controls which are a heritage of the war. The Inter- 
national Chamber gives its full support to free-market econ- 
omies because it is convinced that a free-enterprise system 
alone permits full individual freedom and maximum economic 
progress. “Freedom and economic progress” are indivisible. 
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Exports From U.S. 
Declining Sharply 


A sharp drop in the volume of sales 
of U.S. goods abroad is under way, 
even though it won’t show up in Gov- 
ernment statistics for several weeks. 
U.S. exports declined so sharply dur- 
ing May that the congestion at some 
ports has disappeared entirely. Short- 
age of dollars and increased restric- 
tions on imports in many countries are 
responsible for the downturn. 


o 0 9 


The Communist seizure of power in 
Hungary was not the complete sur- 
prise to the U.S. that manv diplo- 
mats thought it was. Developments in 
that country have been accurately 
forecast by the U.S. Minister for 
months. The idea that the Communist 
moves were an unexpected reply to 
the U.S. policy of trying to block 
Soviet expansion is discounted in 
Washington. 


oo (98 


Secretary of State George C. Mar- 
shall intends to have a new Assistant 
Secretary for world-wide political af- 
fairs. The duties of the Latin-Ameri- 
can assignment vacated by Spruille 
Braden will be expanded accordingly. 
Norman Armour, a career diplomat, 
hesitated to come out of retirement 
when asked to take the larger job be- 
cause he felt that the responsibilities 
would require the rank of an Under 
Secretary. Marshall, however, im- 
pressed on Armour that the work 
couldn't wait on Congress to create 
a higher rank in the Department. 
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Lack of fuel is causing further shut- 
downs of German chemical factories 
in the British zone, proving an addi- 
tional hindrance to the economic re- 
construction program. Production of 
some synthetics will not get. started 
before the latter part of the summer, 
far behind schedule. 


Spanish Military Men 
To Teach in Argentina 


British farmers are being told by 
the Government that the worst of the 
world’s grain shortage is over. Thus, 
cereal planting will be decreased after 
the next harvest and the land allowed 
to go to grass for cattle feed. 
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The Franco Government in Spain 
is sending a “military and cultural mis- 
sion’ to Argentina. The mission is 
headed by one of Spain's top gener- 
als. Its members will conduct a four- 
month series of lectures in Argentina’s 
military and naval establishments. Ar- 
gentina, incidentally, intends to send 
a mission of experts in military medi- 
cine to Russia and other countries of 
Europe to study organization of med- 
ical corps and health departments. 
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One result of the Communist activ- 
ities in Hungary is that U. S. attention 
is centered more and more on Italy. 
Washington is hurrying along with 
planning intended to bolster the Ital- 
ian economy as a means of strengthen- 
ing the position of the present non- 
Communist Government. 
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The people of Hungary know exact- 
ly how the U.S. Government feels 
about the switch to a Communist- 
dominated Government. “Voice of 
America’ broadcasts have been going 
into the country for months now, and 
the State Department has evidence 
that the programs have a wide audi- 
ence. The broadcasts will continue. 
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Chiang Hsueh-liang, the “Young 
Marshal” who kidnaped Generalis- 
simo Chiang Kai-shek years ago and 






Wider Socialization 
Planned in Britain 


has been held in protective custody, 
may go to Manchuria as the General- 
issimo's representative in a new at- 
tempt to unify that area with Nation- 
alist China. The Generalissimo’s repre- 
sentatives are trving to persuade the 
“Young Marshal” to take the assign- 
ment because of his popularity with 
the people of Manchuria. 
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Great Britain’s Labor Government 
is making plans now for a new nation- 
alization program to be introduced as 
campaign material in the next election 
campaign. Under party discussion is 
the socialization of such things as the 
petroleum industry and chemical pro- 
duction. The program will be tied to 
closer collaboration with Socialist 
parties outside of England. 


o oo 90 


U.S. authorities in Korea are quiet- 
ly investigating a report that Russia 
has signed a 30-vear contract with the 
Soviet-sponsored People’s Republic of 
North Korea providing for the joint 
operation of all transportation systems 
and the biggest oil refinery there. The 
U.S. probably would refuse to recog- 
nize such a contract in establishing a 
provisional government for all Korea. 
If the Russians have made such a deal, 
however, they can present it as an ac- 
complished fact if a U.S.-Soviet 
agreement is made for unifying the 
occupied country. 
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Officers of the Argentine Army, 
Navy and Air Forces expect to be ad- 
mitted to the U.S. to receive ad- 
vanced training and to visit military 
installations as a result of improved 
relations between the two countries. 
Officers from other Latin-American 
countries have been admitted for sev- 
eral years, but the U. S. heretofore has 
barred military men from Argentina. 
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New materials, new methods are emerging from laboratory test tubes in a fabu- 
lous stream. If your organization is engaged in this modern alchemy, its 
institutional and product advertising should appear on this page 


Because the people who read WORLD REPORT each week—more than 112,000 of them—must keep 
informed on new products and materials which have so important a bearing on world trade. These people 


have the authority within their organizations to specify your products and processes. 


They are a concentrated audience for your message. 


WORLD REPORT 


The only magazine of its kind—reporting, interpret- 
ing and forecasting the news of international affairs. 


WORLD BUSINESS IS YOUR BUSINESS 





HAROLD L. PEHIT KE, ADVERTISING DIRECTOR, 30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 





The small-town bank that grew 
to be First in World-Wide Banking 


Se agySite + 
The City Bank of New York 


S very three 
/ 
StCCOnNDS A customer 


Serve? overseas 


a. 1812, at the start, the City Bank 
functioned just in a local way in little 
old New York. Not at first was the City 
Bank serving the whole world in its mis- 


sion to develop business and create more 
and better jobs. The bank has worked 
forward over the generations through 
a succession of national ups and downs. 

Indeed, the day the City Bank was 
founded, June 16, 1812, the young republic was on the verge 
of a conflict to be fought on its own soil. President Madison 
announced the start of war two days later. 

Well, a lot has happened between 1812 and 1947. Then 
there were 18 states in the Union. Only 96,373 people lived 
on Manhattan Island. Now the Bank’s customers number 
many hundreds of thousands, both in Greater New York and 
in every commercial area of the world. During every one of its 
135 years the Bank (a national bank since 1865) has expanded 
its services and widened its enormous circle of clients and friends. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall Street, New York 
66 Branches in Greater New York 


The 18 states in 1812 


Write for color-illustrated booklet describing **Overseas Banking Service’’ 


at 52 Wall Streetin 1812 








ACTIVE 


ARGENTINA 
Buenos Aires 
Flores 
Plaza Once 
Rosario 
BRAZIL 
Rio de Janeiro 
Recife 
(Pernambuco) 
Santos 
Sao Paulo 
CANAL ZONE 
Balboa 
Cristobal 
CHINA 
Shanghai 
Tientsin 





COLOMBIA 
Bogota 
Barranquilla 
Medellin 

CHILE 


Santiago 
Valparaiso 
CUBA 
Havana 
Cuatro Caminos 
Galiano 
La Lonja 
Caibarien 
Cardenas 
Manzanillo 
Matanzas 
Santiago 











ENGLAND 
London 
117, Old Broad St. 
11, Waterloo Place 
HONG KONG 


INDIA 

Bombay 

Calcutta 
JAPAN 

Tokyo (Limited) 
MEXICO 

Mexico City 
PHILIPPINE 1S. 


Cebu 
Manila 





OVERSEAS BRANCHES 


PERU 
Lima 

PUERTO RICO 
San Juan 
Arecibo 
Bayamon 
Caguas 
Mayaguez 
Ponce 

REP. OF PANAMA 
Panama 

SINGAPORE 

URUGUAY 
Montevideo 
Caracas 
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